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it's Wise to Recommend 
BARBER Gas Pressure REGULATORS 


Here is a strictly high quality gas pressure regulator, engineered and 
built by experts, in the belief that a really dependable regulator is 
the only kind worth using. A precision device of the most approved design 
and materials, the Barber Regulator is not intended to compete with more 
cheaply made products. Honestly priced, highly regarded for many years 
by leading gas authorities, it will deliver the utmost in service and re- 
liability. Responsive to 3/10 pressure drop. 


Rugged bodies, brass operating parts, phosphor bronze springs, non- 
deteriorating diaphragms properly processed for domestic delivery pres- 
sures. For low pressure on LP Gas, special diaphragms are provided. On 
gas appliances you sponsor or sell—always recommend Barber Pressure 
Regulators. 


Attractive folders on this 
Regulator will be fur- 
nished free, at your re- 
quest, for distribution to 
your trade. Write for 
catalog and price list on 
Barber Burner Units for 
Gas Appliances, Conver- 
sion Burners for Furnaces 
and Boilers, and Regu- 
lators. 






Certified by A. 
G. A. Test- 
ing Laboratory. 
Sizes 4%" up. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, O 
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sp@ing fingers to flow.smoothly ...turn out installed, increased typing output is piling up 
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dence, reports, statistics, records—all take are the savings percentages reported by highly 

new, uniform distinctive appearance. satisfied users of this electric typewriter. 
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Ws clouds which loom in the wake 
of Korea make it all the more im- 
portant for the utility industry people to 
meet and talk shop while they still have 
a chance to hold unrestricted national 
business assemblies. The thirty-second 
annual convention of the American Gas 
Association will feature an impressive 
array of gas industry resources. We wel- 
come the opportunity of devoting this 
issue of PuBLic UTILITIES FORTNIGHTLY 
to feature articles and other materials of 
special interest to the gas industry in 
both its operating and manufacturing 
branches. 


LEADING off this special issue is an ex- 
clusive message prepared for us by 
Hucu H. CuTsre t, president of the 
American Gas Association and vice presi- 
dent of Brooklyn Union Gas Company. 
Born in Winston-Salem, North Carolina, 
and educated at the University of North 
Carolina (BA, ’15), Mr. CuTHRELL en- 
tered the ranks of public service industry 
as a cadet engineer with the Kings Coun- 
ty Lighting Company in 1921. He be- 
came a distribution engineer with the 
Brooklyn Union Gas Company in 1927 
and became vice president of that organ- 
ization in 1936. 


Hin ne 


HUGH H. CUTHRELL 
OCT. 12, 1950 


Vigas with the Editea— 


© Harris & cwing 
ROBERT S. KERR 


HERE is little doubt that as far as 

Federal legislation is concerned the 
principal topic of interest in the gas field 
is the Kerr Bill. Will this measure, 
passed last spring by Congress only to 
be vetoed by President Truman, be re- 
vived in the next Congress? Or will al- 
ternative measures be necessary? Ob- 
viously, the best qualified individual to 
write on that subject is the author of the 
bill, SENATOR RosBert S. Kerr, Demo- 
crat of Oklahoma, who has given us a 
careful analysis of the issues involved in 
his fight to remove independent gas pro- 
duction and gathering from the jurisdic- 
tion of the Federal Power Commission. 


SENATOR KERR was born in the town 
of Ada in the old Oklahoma Indian ter- 
ritory. He attended Oklahoma Baptist 
University as well as Oklahoma Uni- 
versity. He has had a rich and varied ex- 
perience: a practicing attorney; a drill- 
ing contractor ; Second Lieutenant in the 
First Field Artillery in World War I, 
with overseas duty; and more recently 
president of Kerr-McGee Oil Industries, 
Inc. He was elected governor of Okla- 
homa in 1943 and United States Senator 
in 1948. 
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@ Scientists once marveled at 
these “Jumbo” dynamos which 
were installed in the first Edison 
Electric Lighting Station in 
New York City. Yet you could 
scarcely visualize them in the 
modern plant of today. 
Financing programs can be- 
come outmoded, too—more 
rapidly than you might think. 
Has your organization an 


up-to-date approach to the 
financial community—a com- 
prehensive program fully 
geared to meet today’s chang- 
ing conditions? 

Specialists in our Public 
Utilities Department will be 
glad to discuss such matters 
with you at any time—are in 
a position to give you expert 
help and guidance. 


IRVING TRUST COMPANY 


ONE WALL STREET 
Capital Funds over $118,000,000 


WituaM N, Enstrom, Chairman of the Board 


NEW YORK 15, N.Y. 
Total Resources over $1,100,000,000 
Ricuarp H. West, President 


Public Utilities Department 
Tom P. Watxer, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPURATION 





8 PAGES WITH THE EDITORS (Continued) 


A SPECIAL feature in this issue (begin- 
ning on page 493) is a symposium 
of views by leading executives of operat- 
ing gas companies throughout the United 
States. They were asked to give their in- 
dividual opinions on the most pressing 
problem facing the industry during the 
coming year. Certain points of agree- 
ment, as well as the variety shown in 
these viewpoints, are quite revealing. 
They indicate which questions weigh 
most heavily in the minds of the gas in- 
dustry’s key managerial leaders. But they 
also demonstrate the alertness of these 
executives in taking their bearings. 


* * * * 


Bap H. Wo tre, whose article on the 
recent changeover to natural gas in 
Baltimore city begins on page 481, 
studied engineering at Iowa State Col- 
lege and graduated (BS, ’12) from the 
University of Wisconsin. He received 
his cadet training in Rockford, Illinois, 
at the Rockford Gas Light & Coke Com- 
pany and saw service as a Navy Ensign 
during World War I. He joined his 
present organization, Consolidated Gas 
Electric Light & Power Company of 
Baltimore in 1919 as superintendent of 
gas manufacturing. He became general 
superintendent of gas operations in 1938 
and was elected vice president last March. 
He has been quite active in fraternal, 
professional, and industrial association 
activities. 


© Chase 
LARSTON D. FARRAR 
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JOHN H. WOLFE 


nanan of smaller gas companies in 
converting to natural gas supply are 
featured in the article beginning on page 
501 by Kennetu D. KNoBLOCK, presi- 
dent of Wisconsin Southern Gas Com- 
pany of Burlington, Wisconsin. Mr. 
KNOBLOCK is a native of Chicago with 
twenty-two years’ experience in public 
utility operation, engineering, and sales 
work. A graduate of the University of 
Illinois (BS, ’27) he became a registered 
professional engineer and has been ac- 
tive in several utility enterprises. He 
was employed by the American Utilities 
Service Corporation, of which he be- 
came vice president and chief engineer 
in 1940. He organized the National Tele- 
phone Company, and subsidiaries, and 
served as its president for several years. 
He is also a director and vice president 
of County Gas Company of New Jersey. 


x* * * * 


Py companies as well as other public 
utilities will be interested in the 
article about how higher taxes, especial- 
ly the proposed excess profits tax, will 
affect them (beginning page 516). The 
author is CHARLES WIGAND, now asso- 
ciated with Commonwealth Services, 
Inc., of New York city. 


THE next number of this magazine will 
be out October 26th. 


A. Cdiltiw 
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Courtesy Bettmann Archives 


of your consumers’ usage situation in a short 


The Bill Frequency Analyzer classifies as many 
as 200,000 bills in a single day. It can save 
you approximately 1% the cost of having the 
work done in your own offices. 


Why not find out more about this remarkable 


Send for FREE booklet 


“The One Step Method of Bill Analysis” tells 
more about this accurate and economical 
method of compiling consumers’ usage data. 
Why not send for it now? 


Recording and Statistical 
Corporation 


100 Sixth Avenue, New York 13, N. Y. 


ies in 
y are 

page 
»resi- 
Com- 

Mr. 

with 
ublic 

sales e ° e 
"bay Nineties Review 
Zred WAY ineties Revie 
; He HIS old print shows a young woman op- 
Hietes erating one of the electric computing ma-__ time. 
wy nes during the U. S. Census in 1890. 
ineer Mich time she depressed a key on the table, 
Cele- impulse would be registered on one of the 
and responding dials on the board in front of 
ears. This cumbersome machine, no doubt, 
dent ed many hours and dollars for Uncle Sam. service? 
rsey. ; - ‘ 
7 at strides have been made in counting ma- 
nes since the Gay Nineties. 

iblic [Jr the utility field, for example, there is this 

the enious computer—the Bill Frequency Ana- 
cial- er. It can help give you an accurate picture 

will 

The 

Sso- 

ces, 

will 

Li 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Coming IN THE NEXT ISSUE 


* 


The Importance of Utility Taxes 


It is not popularly realized that the government obtains more money from 
public utilities than the people who own them. In other words, Federal, 
state, and local taxes often take a larger percentage of the revenues than 
the security holders obtain by way of interest and dividends. Sidney P. 
Allen, financial columnist of San Francisco, has’ made a study of the tax 
burden imposed upon the customers of various public utility operating com- 
panies and has drawn some interesting conclusions. 


The Réle of Accounting in Public Utility Regulation 


During the past two decades public utility accounting has taken on a unique 
significance. Instead of a means to an end it has apparently become an end 
in itself. Instead of a tool of regulation it has become the dominant factor, 
and in some places has become the exclusive basis for rate making, de- 
preciation, and other regulatory functions. Dr. J. Rhoads Foster, nationally 
known authority on public utility accounting, has prepared for us a series 
of three articles dealing with this interesting development. In the first in- 
stalment he deals with accounting as an instrument for regulation. 


They Were Not "the Good Old Days” 


Public a operations have become so technically ee in recent 
e 


times that the problems of the pioneers have become obscured through the 
years. Ernest R. Abrams, financial and business writer of New York city, 
has done some research on the experiences of some of the old-timers, who 
thought nothing of "doubling in brass."" They had plenty of troubles in the 
days when utility operations were a form of curiosity and when manage- 
ment had to start from scratch, with no established techniques for a guide. 


New Public Utility Laws—Coming Up in 1951 


Next January, forty-four state legislatures will meet in regular sessions and 
there will also probably be special sessions in some states. Of special in- 
terest to utilities wor be this effort to appraise the likelihood of legisla- 
tion affecting public utilities. It is the product of a veteran reporter and 
analyst of legislative trends, Bethune Jones of Red Bank, New Jersey. He 
also covers proposals which were made in several of the legislative sessions 
in the current year. 


* 


A | SO .. . Special financial news, digests, and interpretations of court aad 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public atility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 


OCT, 12, 1950 10 
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As a major underwriter of new utility 
issues throughout its history, The First 


Boston Corporation is well qualified to 





assist executives of gas and electric com- 
panies in planning and executing their 
financial programs. 

The facilities of our nation-wide organ- 
ization are always available. We cordially 


invite your inquiries, 


FIRST BOSTON 
CORPORATION 


100 BROADWAY, NEW YORK 5, N. Y. 


Boston PITTSBURGH CHICAGO 


PHILADELPHIA CLEVELAND San FRANCISCO 


Private Wires to all offices 


Untrep States GovERNMENT SECURITIES : CANADIAN AND Foreicn Bonps 
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT Bonps 
State, Municipat anD Revenve Bonps - Bank AND InsurANcE Company STocKs 
InpustriaL, Pusiic Utitity anp Rartroap Bonps anp Stocks 


Underwriter + Distributor + Dealer 











CCaoukelle CEaeke 


“There never 


WESTBROOK PEGLER 
Columnist. 


M. E. CoyLe 
Executive vice president, General 
Motors Corporation. 


JoserH E. Moopy 
President, Southern Coal Producers 
Association. 


G. MENNEN WILLIAMS 
Governor of Michigan. 


Donatp K. Davip 
Dean, Harvard Graduate School 
of Business Administration. 


WILLIAM RANDOLPH HEARST 
Publisher. 


Bruce BARTON 
Colwmnist. 


C.irrorp F, Hoop 
President, Carnegie Illinois 
Steel Corporation. 


James C. Davis 
U. S. Representative from Georgia. 


OCT. 12, 1950 


was in the world two opinions alike.” 


—MOoNTAIGNE 





“Socialism is only Communism with a long fuse. . . 


5 


“The people who made us big will whittle us down to 
size if we do not give them good products.” 


* 


“Industry-wide bargaining will sooner or later lead 
down the road to Socialism and nationalism.” 


* 


“Entrenched bureaucracy, without clear lines of re- 
sponsibility, can be as destructive of liberty as an in- 
dividual dictator.” 


* 


“Responsible leadership—in individual companies and 
in the nation as a whole—wil] mold the future of Amer- 
ica and its business economy .. .” 


> 


“The idea of keeping the best men in public life, not for 
their own benefit, but for the benefit of the nation, is 
something which we must consider carefully.” 


* 


“We Americans are losing the cold war because the 
leaders of Communism believe in Communism, while 
the political leaders of our capitalistic country do not 
believe in Capitalism.” 


5 


“It is the duty of every one of us to do the utmost to 
acquaint the ordinary man and woman with the serious 
consequences which flow from excessive taxation. People 
are prone to demand almost unlimited services from their 
government without giving the slightest attention to the 
fact that ultimately they themselves pay the cost of gov- 
ernment.” 


> 


“We all cherish our rights and they must be protected. 
We all treasure our freedom and it must be vigilantly 
guarded. But these rights will not survive, nor will this 
freedom long continue, unless those who enjoy them 
daily perform the tasks required for their protection and 
preservation. They are not self-perpetuating. They can 
be kept and rightly belong only to those who have the 
courage, the industry, and the determination to guard 
and defend them.” 


12 





Man’s discovery of the use and control of fire marked the beginning 
of civilization. And his continuous refinements of that use and con- 
trol have been reflected in his increasing mastery of his environment. 


With the magic servant Flame at his command, man has wrought to 
his will the stubbornness of steel, reduced the dread ocean to a 
pleasant highway, and launched into the pathless sky giant craft 
that have shrunk the boundaries of the world. 


And this same obedient servant—gas flame—preserves his food, 
cooks it as only gas can cook it, supplies him instantly with hot water, 
dries his weekly wash, and provides him with year-around automatic 
air conditioning. 

Small wonder, then, that flame has become a synonym in every 
language for speed, power, wisdom—and progress! 


The American Gas Association may well be proud that it represents 
all the mighty achievements of the gas industry—and that it will 
guide that industry through an increasingly important role in the 
nation’s future. 


THE BROOKLYN UNION GAS COMPANY 





REMARKABLE REMARKS—( Continued) 


LesLiE GOULD 
Columnist. 


EpiTor1AL STATEMENT 
The Wall Street Journal. 


MERRYLE S. RUKEYSER 
Columnist. 


Wiuttrorp I. Kinc 
Chairman, Committee for Consti- 
tutional Government, Inc. 


LAWRENCE FERTIG 
Columnist. 


W. W. CuMBERLAND 
Partner, Ladenburg, 
Thalman & Co. 


EpiroriAL STATEMENT 
The Saturday Evening Post. 
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“Strikes don’t make sense. The strikers and consuming 
public pay the bill—the former in lost wages, which they 
never can make up, and the latter, which also includes the 
strikers, in higher prices.” 


* 


“... when a government operates an economic activity 
the fact of loss and of subsidy by general taxes is ac- 
cepted as part of the natural order of things. The only 
matter to debate is how much of a loss is ‘proper.’” 


> 


“It should not be forgotten that in our race for sur- 
vival as a free people our number one asset is our capacity 
to make things well and quickly. . . . It should not be 
impaired to any degree by imposing bureaucratic control 
over management effort.” 


* 


“The vital principle which every legislator and gov- 
ernment executive should keep in mind at all times is 
that untrammeled competitive price is the only force yet 
discovered which is powerful enough to direct production 
into the channels which will best serve the public.” 


* 


“At the heart of all important government policies is 
the money policy. Cheap money today means inflation— 
that is a statement which no informed person denies. And 
everyone knows that it is impossible for the government 
to create cheap money without industry using that cheap 
money for expansion of all kinds, thus increasing de- 
mand and raising prices.” 


* 


“One frequently hears that if private capital will not 
flow abroad then the Federal government must make 
loans and investments in underdeveloped countries. Why 
has the government a right to take risks which are re- 
jected as excessive by experienced persons who invest 
their own funds? No great genius is required to lose 
money. If foreign loans and investments are not profit- 
able the recipient countries fail to benefit, at the same 
time that the wealth of the United States is wasted. This 
helps no one.” 


- 


“If there is considerable suspicion around that Korea 
is intended to be the grave of the American free econ- 
omy, the fault is surely the administration’s. An admin- 
istration which has moved heaven and earth to bring 
about the adoption of all sorts of semisocialistic measures 
and relies on the advice of neo-Keynesian economists 
and soothsayers can hardly complain if some people smell 
a rat. The temptation to use the Korean war as a pre- 
text for permanent changes in our economy is real 
enough, and there are plenty of planners in the govern- 
ment departments who are eager to yield to it.” 
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Union Securities Corporation 
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leading gas range manufacturers are 


ers as standard equipme 
thermostatically- 


nt in their 


installing Heatbath Luminous Flame Burn 
s. These burners — precision-built, 


nteed — will burn ma 


kitchen heating model 
rolled and fully guara nufactured, natural, mixed 


and high B.T. U. Oil gas wit 


b only the easy change of the burner orifices. 


cont 
r any type of coal 


are available fo 
s for LP gas, too! 


Conversion models, also fully automatic, 
9 ——. 4 . 
@) Full-luminous model: 


Model LD-40 for Oval or Combination Ranges 


HEATBATH APPLIANCES, INC 
SPRINGFIELD | MASS. 
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. H. HUTCHINGS 


E DAYTON POWER AND LIGHT COMPANY 


e C-E Unit illustrated here, one of two duplicate units, is now in 
bcess Of erection at the O. H. Hutchings Station of The Dayton 
wer and Light Company at Dayton, Ohio. 

It is a reheat unit designed to serve a 60,000/66,000-kw turbine- 
nerator operating at an initial steam pressure of 1450 psi at a 
perature of 1000° F. reheated to 1000° F. ; 

The unit is of the radiant type with a reheater section located 
ween the primary and secondary superheater surface. A finned 
e economizer is located below the rear superheater section, and 
benerative air heaters follow the economizer surface. 

The furnace is fully water cooled, using closely spaced plain 
es except in the roof section, where finned tubes are employed. 
is of the basket-bottom type, discharging to a sluicing hopper. 

Pulverized coal firing is employed, using bow! mills and tilting 
gential burners. ieee 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON AVENUE * NEW YORK 16 


ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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To better serve our present customers 
and bring new natural gas to new users 
in new homes, we have built a huge 
pipeline . . . from 30 to 22 inches in 
diameter and extending 20 miles across 
the greater Saint Louis area. 


This is an expression of confidence in 
the future of a greater Saint Louis 
. . Our investment in further progress! 


acledé Oo W 7 AN Y 
OLIVE AT ELEVENTH SAINT LOUIS 
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Gravity Furnaces and Winter Air Conditioners 


Matched against the field, there’s the best “name” to recommend to 
dealers and distributors — for these trim, smartly-styled KO-Z-AIRE 
units are skillfully engineered to meet the most rigid heating and 
installation requirements. 


They’re completely automatic and thoroughly dependable, too, assur- 
ing economical, trouble-free heating performance for years on end. 


All gas units are fully tested and approved by the 
American Gas Association for safety and efficiency. 


KO-Z-AIRE, Inc. © Red Oak,lowa © Representatives in Principal Cities 








Federal Usitity Regulation Annotated 


CURRENT SERVICE (SEC) Compliments Of 
Public Usility Holding Company Act of 1935 I Tey as SOUTHEASTERN GAS 


THOSE who require brief and 

pointed summaries of the ad- C 0 M 3 A N Y 
ministrative rulings of the Se- 

curities and Exchange Commis- 

sion under the Public Utility 

Holding Company Act of 1935 

will find the FURA-Current 

Service-SEC extremely valuable. GENERAL OFFICES 


2 Se BELLVILLE, TEXAS 


A time-saving Service for the busy 
man, containing, in addition to the 
¥ authentic rulings, news items, sup- 

$95 plemental notes and hearing pies 
peur ——— in mals be Production, Transmission, 
pam ts issues ann in- 

Quarterly dexed quarterly. Loose-leaf b and 

for convenient filing included in 
subscription price. Distribution of Natural Gas 


PUBLIC UTILITIES REPORTS, INC. 
Munsey Building ¢ Washington 4, D. C. 
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<> MILES PER ENGINE—the number 
of trouble-free miles you can 
5 expect from a truck engine is 
“mighty important to know— 
especially now. 


GMC valve-in-head engines are designed 
and built for truck service—there’s not 
one lightweight ‘“‘converted”’ part in 
even the smallest GMC engine! 


GMC engines are tough and powerful. 
They have high sustained pulling power 


MOST EFFICIENT 
COOLING SYS- 
TEM with jet- 
directed water 
stream to valve 
areas. 


TOCCO-HARD- — 
ENED CRANK- 

SHAFTS — finest | 
known—usedin | 
every GMC. ps 


at normal operating speeds—don’t have 


to race themselves to death like lighter- 
duty, geared-up engines. 


Check GMC’s many other extra engine 
features and you’ll see why you get most 
Miles Per Engine in a GMC—with less 
maintenance and repair. Come in today 
and let us give you the facts. 


GMC Truck & Coach Division 
of General Motors. 


FULL-PRESSURE 
LUBRICATION with 
rifle-drilled con- 
necting rods which 
forces oil to full- 
floating piston pins. 


2 TO 20 TONS 


Your key to 


GENERAL greater hauling 
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In Southeastern Pennsylvania... 


GAS HAS GROWN 


WITH THE COMMUNITY 


During the past year, the demands for gas in Southeastern Pennsylvania 
have been greater than ever before. It has been necessary to greatly expand 
our services to keep pace with the rapid growth of new homes and industries. 


The receipt of natural gas through the “Big and Little Inch” pipe 
lines has produced additional capacities, and represents a forward step in 
the policy of The United Gas Improvement Company, and its subsidiaries, 
to provide the finest gas service at the lowest possible cost. 


We extend cordial greetings to the members and guests of the American 
Gas Association at its convention in Atlantic City, the week of October 
2nd, 1950. 


THE UNITED GAS IMPROVEMENT COMPANY 


Philadelphia, Pennsylvania 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy these 
securities. The offer is made only by the Prospectus. 


Not a New Issue 


260,000 Shares 


Central Maine Power Company 


Common Stock, $10 par value 


Price $16.25 per share 


Copies of the Prospectus are obtainable from only such of the undersigned and 
other dealers as may lawfully offer these securities in the respective States. 


Harriman Ripley & Co. 
Goldman, Sachs & Co. Lehman Brothers 
A.C. Allyn and | Company Estabrook & Co. | Hayden, Stone & Co. 
Hemphill, Noyes, Graham, Parsons & Co. W. E. Hutton & Co. 
Carl M. Loeb, Rhoades & Co. Maine Securities Company 


Townsend, we & Tyson 


September 21, 1950. 
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Southern Union Gas Company is proud to be a part of the 
great Southwest ... to develop with this area and at the same 
time, contribute to its growth and progress. In New Mexico, 
Colorado and Texas, more than 175,000 customers in 41 
towns and cities enjoy the convenience and efficiency of 


Natural Gas, provided by Southern Union. 


From the Southwest, Southern Union sends greetings to 
the American Gas Association at its thirty-second annual 
convention in Atlantic City, October 2-6, 1950. 


LZ i 


Crangporny 


“Helping Build the Great Southwest” 


HOME OFFICE: BURT BUILDING, DALLAS, TEXAS 
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EVERYTHING 
for the Gas Industry 


> Koppers Company offers a 
new, unified service comprising 
consultation, design, manufactur- 
ing, construction and mainte- 
nance — all now coordinated un- 
der the direction of the company’s 
Engineering and Construction 
Division. 


Mixed Gas Installations 
Liquid Petroleum 
Carbureted Water Gas 
Producer Gas 

Liquid Purification 
Waterless Holders 
Precipitators 
Condensers 


Natural Gas Conversions 
Oil Fogging 

Pipe Lines 

Synthesis Gas 


Economic Surveys 
Planning 
Engineering 
Construction 

Plant Evaluation 
Reports 

Operation 


Catalytic Reforming 
Oil Gas (High Btu) 
Blue Gas 
High-Pressure Boilers 
Dry Purification 
Water Seal Holders 
Compressor Stations 


Scrubbers (Light oil, 
Gum, Naphthalene) 


Uf pro N 
Yy MG 


fy -_ » 
|KOPPERS| 


KOPPERS COMPANY, INC. 





Gngineering and | 7 em 


Pittsburgh 19, Pa. 
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And built to keep on delivering cost-cutting perform- 
ance tailored to utility needs for a lifetime of profitable 
service. The proof is in the records of utilities and 
municipalities across the nation who have standard- 
ized on CLEVELANDS. Many-purpose CLEVELANDS are 
more usable, handling anything from long lines to 
tricky house services among the trees, poles and nar- 
row clearances of crowded cities. CLEVELANDS move 
quickly on truck or trailer from job to job for new 
scheduling economies. To all this add CLEVELANDS 
built-in higher capacity and their remarkably low 
operating and maintenance costs and you have 
MORE TRENCH—IN MORE PLACES—AT LESS COST. For 
the full story see your local distributor or write direct. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE e CLEVELAND 17, OHIO 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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DAYTON grows 
with 








Population growth in Dayton is almost twice the 
national rate, and effective buying power is approx- 
imately 16% higher than the national average. 
These facts, in a measure account for some of the 
following 


NATURAL GAS FACTS FROM OUR 1949 ANNUAL REPORT 
© 12,400 central heating units were installed in 1949 

© 52.5 miles of gas mains (including replacements) were laid in 1949 
© $1,312,200 were spent in 1949 for the construction of gas facilities 

© Total gas sales in cu. ft. in 1949—more than twice as much as in 1940 
© Number of gas customers increased by 36% over 1940 

® Average sales to residential customers increased over 46% since 1940 


© Gas system peak day load has more than doubled since 1940 


THE DAYTON POWER AND LIGHT COMPANY 
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GAS AND GLASS GO FORWARD TOGETHER 


The gaslight era is far in the past 
—and today gas enjoys wide usage 
in both industry and home. We at 
Fiberglas* like to feel that glass 
has helped in this progress. 

Not glass in the forms in which you usually 
think of it, but as fibers that are fine, flexible and 
strong . . . that are permanent, sanitary and in- 
combustible. Glass that does jobs glass never did 
before .. . glass in the form of Fiberglas products. 


Fiberglas Products Increase Operating Efficiency 


Thousands of miles of pipeline are now corrosion 
protected with Fiberglas COROMATT Under- 
ground Pipe Wrap. 

Other Fiberglas Products—Building Insulation, 
Roofing Materials and Acoustical Tile and Board 
—are found in your plants and office buildings. 


aa 


Still others insulate motors and wire, add 
strength to plastics, lengthen battery life and in 
many ways better the tools with which you work. 


In Your Customers’ Homes, Too! 
Fiberglas Insulations help appli- 
ances (ranges, refrigerators, . 
water heaters, furnaces) give 
greater satisfaction. They insulate the home it- 
self. And Fiberglas Dust-Stopf filters clean the 
air in forced warm air heating systems. 
So—Owens-Corning Fiberglas Corporation is a 
partner with the gas industry —all the way from 
the well to the home— in creating a better stand- 
ard of living for all of us. 


Get better acquainted with Fiberglas products at the 
Gas Appliance Manufacturers’ Assn.and American Gas 
Assn. National Convention at Atlantic City, October 2 
to 6. A warm welcome awaits you at Booths 729-32. 


is in yout Life se-° for Good! 


*Fiberglas (Reg. U. S. Pat. Off.), t Coromat (Reg. U. S. Pat. Off.) and tDust-Stop are trade-marks of Owens-Corning Fiberglas Corporation. 








Public Utilities Fortnightly 





we really make 





Little blocks, say 2" x 4’ x 8”, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON CO., 


2424 Farmers Bank Building 
Pittsburgh 22, Peansylvanie 


PITTSBURGH, 


Offices in 50 Principal Cities 
World-Wide Building Service 


Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25'. 


Q-Panels, 3" in depth with 1%" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall with 
frred Fosse interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
¢ 9 ite i 


offers an interesting medium of arc 
expression. 


PA. 
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More than 687,000 customers in 


Michigan depend on us for the 


comforts, conveniences and 


economies of modern gas service. 


MICHIGAN CONSOLIDATED GAS COMPANY 
Our 99th Year 
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Rheem Gas Water Heaters 
Now Equipped 
With Twin Anodes- 


Exclusive Corrosion Protection 
Added To Other Design Features! 


Twin Anodes Double Protection against rust and 
corrosion. Installed prior to final assembly. Every 
portion of the tank is safeguarded with this protec- 
tive coating . . .“‘flue shadow” is eliminated. If re- 
placement is ever required, new anode may be easily 
installed in hot water outlet. 


Rheem-Process Tank For Additional Security 
—the patented (Patent No. 2444833) Rheem-Process 
tank, together with Twin Anodes, gives utmost pro- 
tection against corrosion and leakage. 


Fast Heating Flue Baffle — scientific reverse spiral 
design permits fast uniform transfer of heat to water 
... increases fuel economy. 


Fiberglas Insulation completely surrounds tank, 
cuts heat loss to minimum. 


Grayson Unitrol Provides Automatic Control 
of water temperature. Has 100% safety cutoff of both 
pilot and main burner in case pilot is extinguished. 


Compact, Drilled, Port-Type Burner Assembly 
Has High Efficiency — may be easily removed and 
disassembled for cleaning. 


*Twin Anodes are standard equipment on 
Rheem Series 41 illustrated here. 


Good bess BOOM 


RHEEM MANUFACTURING COMPANY -* 570 Lexington Avenue, New York 22, WN. Y. 
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POWER: . .. 8Sgreat truck engines—each “Job- 
Rated” for PLUS power. 

ECONOMY: . . . priced with the lowest. “Job- 
Rated” for dependability and long life. 

BIGGER PAYLOADS: .. . carry more without 
overloading axles or springs because of “Job- 
Rated” WEIGHT DISTRIBUTION. 

EASIER HANDLING: . . . sharper turning! Parks 
in tight places. “Job-Rated” maneuverability! 
COMFORT: . . . widest seats . . . windshield with 
best vision of any popular truck. Air-cush- 

ioned, adjustable “chair-height” seats. 

SAFETY: . . . finest truck brakes 

in the industry . . . hand brake 

operating independently on 

propeller shaft on all models 

—'%4-ton and up. 


lf A 


WHETHER YOU'RE putting up new power lines 
or making emergency repairs, there’s a 
Dodge ‘“Job-Rated” truck to save you 
money! 

Your Dodge truck will be “Job-Rated’’ 
from engine to rear axle to fit the load 
and road conditions of your particular 
job. It will have an engine that’s “‘Job- 
ated”’ to give you plenty of power with 
top-notch economy. 
Small wonder, then, that you’ll save 
money on gas, oil, and upkeep! 
And remember, Dodge ‘“Job-Rated’’ 
trucks are priced with the lowest in every 
weight class! See your Dodge dealer 
today .. . for a truck that’s “‘Job-Rated”’ 
to cut costs! 
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{ Structural Engineers’ Association of California begins meeting, Coronado, Cal., 1950. 








» | Sete Gas Association, Meter Reading Section, begins meeting, Little Rock, Ark., 
0. 





1 Seeguattenet Association of Electrical Leagues ends annual conference, Boston, Mass., 





Y American mts Works Association, Southwest Section, begins annual meeting, New 
Orleans, La., 





{ North Carolina Independent Telephone Association begins annual convention, Pine- 
hurst, N. C., 1950. 








q New England Gas Association begins appliance servicing conference, Boston, es) 
Mass., 1 





1 National Farm Electrification begins conferences, St. Louis, Mo., 1950. 
American Water Works Asso., Pennsylvania Sec., begins meeting, Pittsburgh, Pa., 1950. 





q Edison Electric Institute, Transmission and Distribution Committee, begins meeting, 
New York, N. Y., 1950. 








q Engineers’ Council for Professional Development begins meeting, Cleveland, Ohio, 1950. 
q National Safety Congress and Exposition ends, Chicago, Ill., 1950. 





q National Broadcasting Corporation ends annual affiliates’ meeting, White Sulphur 
Springs, W. Va., 1950. 











1 Savertiamng Federation of America begins tenth district convention, Amarillo, Tezx., 
1 i 





American Institute of Electrical Engrs. begins meeting, Oklahoma City, Okla., sir*- 
Independent Natural Gas Association begins annual meeting, Houston, Tex., 195 





» | phe England Gas Association, Operating Division, begins meeting, Providence, R. I., 
1950. 














{ Southeastern Electric Exchange begins sales conference, Atlanta, Ga., 1950. &) 
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Forging Ahead in 1950 


Despite the recent complications of another warlike atmos- 
phere,.the progress of the gas industry during the current year 
of 1950 is clearly demonstrated by heavy expenditures for new 
construction as well as expansion of existing facilities. Most 
of all, the industry is making obvious headway towards better 
understanding of its multiple problems. 


By HUGH H. CUTHRELL* 
PRESIDENT, AMERICAN GAS ASSOCIATION 


YEAR ago, in these pages, Robert 
W. Hendee, then president of 
the American Gas Association, 
predicted that the gas industry might 
then be on the threshold of its greatest 
expansion period. The records for 
1950 are more than proving the valid- 
ity of Mr. Hendee’s prediction. 
The association’s bureau of statis- 
tics recently released an estimate that 
placed the gas industry’s expenditures 
for new and expanded facilities at 
$3,140,000,000 in the 5-year period 


*For additional personal note, see “Pages 
with the Editors.” 
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from 1950-1954. Of this total approxi- 
mately $2.75 billion will be spent by 
the natural gas industry and $388,- 
000,000 by other branches of the gas 
industry. 

The gas industry in 1949 spent a 
record $959,200,000 in construction 
and expansion of facilities. In 1950, 
it is conservatively estimated that the 
industry will spend about $1,066,400,- 
000. This will be the first time in its 
history that the industry has spent a 
billion dollars in a single year for ex- 
pansion costs. While the major part of 
this money will be spent by the natural 
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gas industry, other branches of the 
industry, particularly those receiving, 
or shortly expecting to receive, natural 
gas, plan important expansions in 
facilities. 


| apeenn 1949, the Federal Power 
Commission authorized construc- 
tion of approximately 7,500 miles of 
new pipeline which will bring new gas 
facilities to or augment present sup- 
plies of more than 100 cities of 50,000 
or more population. Authorizations to 
date in 1950 are running almost equal 
to last year. The end of 1950 will see 
the completion of the 1,840-mile nat- 
ural gas pipeline of the Transconti- 
nental Gas Pipe Line Corporation, 
which will bring natural gas from 
Texas to metropolitan New York. 
Other lines in the Middle West and 
on the West coast are expanding tre- 
mendously. 

Despite this rapid growth of our 
national pipe-line system, the nation’s 
natural gas reserves have more than 
kept pace. The AGA Committee on 
Natural Gas Reserves reported that 
at the beginning of 1950, proved re- 
coverable reserves of natural gas 
reached an all-time peak of 180.4 tril- 
lion cubic feet, compared with 174.9 
trillion cubic feet a year earlier. Pro- 
duction of natural gas in the United 
States during 1949 was approximately 
6.5 trillion cubic feet. The rate of ex- 
pansion of natural gas reserves con- 
tinues to exceed total consumption. 

Total sales of gas, total revenues 
from sales of gas, and total gas cus- 
tomers, all have continued to gain 
steadily during the first three-quarters 
of 1950. Customers have been added 
in the newer fields of gas all-year air 
conditioning, gas incineration, and gas 


OCT. 12, 1950 


laundry drying, as well as in the basic 
fields of gas cooking, water heating, 
refrigeration, and gas house heating. 


qa rapid expansion of natural gas 
facilities has been responsible in 
some measure for the lifting, either 
wholly or in part, of existing restric- 
tions on additional house-heating in- 
stallations. The AGA Bureau of Sta- 
tistics has just completed a survey 
which showed that the gas industry 
hopes to add more than 2,640,000 gas 
house-heating customers in the next 
three heating seasons to the 7,217,000 
residential gas house-heating cus- 
tomers it now serves. 

The survey covered 295 gas utility 
companies serving 19,240,000 custom- 
ers or approximately 90 per cent of 
all residential customers in the coun- 
try. 

These companies estimated they 
would serve an additional 1,013,000 
gas house-heating customers during 
the 1950-51 heating season, with 853,- 
000 and 774,000 house-heating cus- 
tomers to be added in each of the two 
subsequent heating seasons. These 
estimates were made before the out- 
break of the Korean war and could 
be affected by shortages of steel for 
heating equipment or pipelines. 

Progress in the gas industry has not 
been confined to gains in volume, 
revenues, and customers. Substantial 
advances have been made in fields of 
research, promotion, and advertising, 
all designed to improve the production 
and the utilization of gas. By the end 
of this year, since the inception of the 
program, the gas industry in the 
United States will have spent through 
its Promotion, Advertising, and Re- 
search (PAR) Plan, more than $9,- 
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FORGING AHEAD IN 1950 


000,000 in achieving modern indus- 
trial progress. 

More than $3,600,000 of this sum, 
over a period of six years, has been 
spent in a research program that has 
brought innumerable technical advan- 
tages to gas utilities and their consum- 
ers. 

Appliance improvement has been 
an important goal in this program. 
Through research projects devoted to 
venting, heat distribution, burner de- 
sign, and control, to mention only a 
few of the more than twenty domestic 
gas research projects being carried out, 
gas customers have been assured of 
appliances that present the ultimate in 
efficiency as well as beauty. 


HE industry is working continu- 

ously to strengthen its competi- 
tive advantages in domestic appliances. 
An example of this is seen in the work 
now being carried on in a project in gas 
ignition which will add to the moder- 
nity of the gas kitchen. Today, in co- 
Operation with appliance and controls 
manufacturers, field tests of automatic 
ignition systems on gas ranges are 
being carried on all over the United 


States. The ultimate objective of the 
program is to an automatic ignition 
system that will consume no energy 
when not in use. 

National advertising and promotion- 
al efforts during 1950 met with marked 
success. The close integration of ef- 
forts of the association, the gas util- 
ities, appliance manufacturers, and 
dealers has enabled the industry to 
match its competition in advertising 
and promotional efforts. The cam- 
paigns instituted by the AGA Promo- 
tional Bureau and carried on by the 
united gas industry lifted sales of gas 
appliances to new levels. 

The association has set a goal of 
1,500,000 gas range sales for its Old 
Stove Roundup this year. The start of 
hostilities in Korea and the subsequent 
preparedness measures have clouded 
the outlook for the remainder of the 
year. Shortages of steel and other ma- 
terials can be expected and the pro- 
duction of appliances may be some- 
what restricted. The gas industry, 
however, stands ready to contribute 
any part or all of its facilities to help 
preserve the rights of free citizens 
throughout the world. 





¢ 5 9 early leaders had a great appreciation of the homely 
virtues of thrift and humility and of the doctrine that 


the government is best which governs least. While it is natural 
that in this day and age after two wars our government should 
assume more of the social responsibility, it is very questionable 
whether the measure it is now assuming ts in the best interest 
of the nation’s welfare. ... 

“The young and middle-aged groups in our nation have 
lived in an era of a paternalistic government. It would not be 
accurate to say they knew of no other type of government but 
it is a factual statement that during their lifetume they have had 
a government that more or less feels it must provide for all the 
wants of the people.” 

—Henry H. HEIMAnNn, 
Executive manager, National 
Association of Credit Men. 
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The Fight to Free Independent 
Gas Producers Must Go on 


Last April, President Truman vetoed a bill passed by the 81st 

Congress to exempt independent producers and gatherers of 

natural gas from the jurisdiction of the Federal Power Com- 

mission, The author of this bill tells us why such legislation 

is still needed to carry out the original intent of the Natural 

Gas Act and assure the nation of a strong and flourishing in- 
dependent gas industry. 


By THe HONORABLE ROBERT S. KERR* 
U. S. SENATOR FROM OKLAHOMA 


HE outbreak of the Korean war 
| necessarily means many things 
to many people responsible for 
the protection of our national security. 
Here on the home front it means hus- 
banding our natural resources and en- 
couraging new developments, espe- 
cially in the case of such a vital and 
irreplaceable fuel as natural gas. Dur- 
ing the past five years of so-called 
peace, millions of our people have 
come to know and rely upon this clean, 
economical source of heating and its 
valuable by-products. Pipelines now 
span the continent, bringing our east- 
ern coastal cities into the orbit of nat- 
ural gas supply in a manner undreamed 
of a mere decade ago. 


*For additional personal note, see “Pages 
with the Editors.” 
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Today it would be a trite under- 
statement to say that natural gas has 
become a vital necessity for literally 
keeping the home fires burning. It has 
become more than that. The gas and 
oil industry, the gas utility company 
operators, the Federal and state regu- 
latory authorities, and, most important 
of all, the Congress have been chal- 
lenged to see that nothing stands in the 
way of promoting new and abundant 
sources of supply. Failure to meet that 
challenge would, under present condi- 
tions, mean not only a costly burden 
of fuel substitutes, but also a definite 
hindrance to an American military 
machine which must run in large part 
on petroleum products. 

All this is by way of background 
and explanation for the simple fact 
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FIGHT TO FREE INDEPENDENT GAS PRODUCERS MUST GO ON 


that the fight to free the independent 
gas producers must go on. We must 
not give up in the face of the Presi- 
dent’s veto of the bill which I intro- 
duced and which was passed by the 
8ist Congress. I respectfully submit 
that not only was the President’s veto 
ill-advised, but further that the pres- 
ent situation dictates a positive duty 
upon those of us who know the true 
facts and the important issue involved 
in this situation to renew the struggle. 
To that end I pledge my own untiring 
efforts and I am glad to state here and 
now that the chances of a favorable 
outcome have never been brighter if 
we pursue our course unflinchingly and 
intelligently. 


Mv misinformation has been 
passed around about the so- 
called Kerr Bill. I am convinced that 
some of these false ideas and assump- 
tions were responsible for the Presi- 
dent’s action. Much subterfuge and 
downright devious methods have been 
employed to bring the independent gas 
producers under the blighting restric- 
tion of Federal regulatory domina- 
tion, which is totally unsuited to the 
very nature of the gas production in- 
dustry and was never intended by Con- 
gress. 

At the outset, we are faced with the 
false charge that the independent gas 
producers are seeking to escape or 
evade some form of lawful regulation. 
The true fact is that the Kerr Bill was 
an honest effort to clarify an exemp- 
tion which Congress specifically as- 
serted in the original Natural Gas Act 
—an intent which had been systemati- 
cally ignored and partially obscured 
by the Federal Power Commission. 

The Kerr Bill was in no way differ- 
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ent from the so-called Priest Bill which 
the 80th Congress considered along 
with the Rizley Bill, which actually 
passed the House. I quote here from 
a letter concurred in unanimously by 
the Federal Power Commission, dated 
July 10, 1947, and addressed to the 
House Interstate and Foreign Com- 
merce Committee. This letter stated 
(italics supplied) : 

“My dear Mr. Chairman: This is 
in response to your request of July 9th 
for an early comment by the commis- 
sion regarding HR 4099, a bill intro- 
duced by Congressman Priest of Ten- 
nessee. 

“The Federal Power Commission 
urges the enactment of this bill at this 
time to make it perfectly clear that in- 
dependent producers and gatherers of 
natural gas are exempt from the pro- 
visions of the Natural Gas Act and the 
jurisdiction of this commission. 

“The enactment of this bill would 
dispel the uncertainty regarding the 
status of such independent producers 
and gatherers which has been created 
following the recent decision of the 
Supreme Court in the Interstate Case. 
Such action by the Congress now 
should dispose of this important and 
noncontroversial matter. 

“This procedure would enable the 
Congress to defer action on the many 
other aspects of natural gas regulation 
involved in the complexities, uncer- 
tainties, and ambiguities of HR 4051 
(the Rizley Bill), to which we referred 
in detail in our statement of July Ist to 
you and the members of your commit- 
tee. As you know, all these problems 
are being carefully analyzed by the 
commission, in cooperation with all 
interested parties, in the Natural Gas 
Investigation (Docket No. G-580). A 
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full report on this investigation will 
be submitted to the Congress for its 
consideration within the next few 
months. 

“I am authorized to state that the 
position of the commission in this 
matter is fully in accord with the legis- 
lative program of the President. 

“Respectfully yours, 

Federal Power Commission 

By Nelson Lee Smith, chairman.” 
I words could a malady cure, these 

would have worked a miracle. They 
do not, however, stand alone. They 
were followed within a few weeks by 
other words which were even more 
pregnant with promise of security and 
which, had they been sustained by sub- 
stance in equal portions with the form 
they created, would have made a foun- 
dation upon which security could have 
been built. 

From Order No. 139, a solemn, offi- 
cial decree of the Federal Power 
Commission,’ issued about two months 
after the writing of the letter which 
I have just quoted, I reproduce the fol- 
lowing text: 

“For the reasons stated below, it 
seems appropriate and desirable at this 
juncture for the commission to adopt 
and promulgate the rule contained 
herein, which is designed to relieve any 
existing uncertainty regarding the 


1 Four members of the commission approved 
the order. Commissioner Draper dissented. 


commission’s position that it will not 
seek to assert jurisdiction over the sale 
of natural gas to interstate pipelines by 
independent producers or gatherers. 
“Following the release in March, 
1947, of the staff report in Docket 
No. G-580 on this subject, entitled 
*§ 1(b) of the Natural Gas Act with 
Reference to Production and Gather- 
ing,’ the commission consistently 
therewith on May 27, 1947, issued a 
notice of proposed rule making in this 
matter. At that time, since there were 
prevalent many expressions of uncer- 
tainty as to the commission’s interpre- 
tation of § 1(b) of the act with refer- 
ence to the status of independent pro- 
ducers and gatherers of natural gas, 
and as to its intentions with respect 
thereto, it seemed evident that a for- 
mal administrative rule was necessary 
to affirm our belief that it was the in- 
tent of Congress to exempt such inde- 
pendent producers and gatherers when 
it enacted the Natural Gas Act in 1938. 
“During the first session of the 80th 
Congress, which adjourned on July 
27, 1947, various bills regarding this 
matter, as well as other important pro- 
posals for amending the Natural Gas 
Act, were introduced and considered 
by the Congress. At the hearings on 
these bills before the Senate and House 
Committees on Interstate and Foreign 
Commerce, the commission likewise 
stated its view that independent op- 
erators who produce or gather natural 
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things to many people responsible for the protection of our 


q “THE outbreak of the Korean war necessarily means many 


national security. Here on the home front it means hus- 


banding our natural resources and encouraging new devel- 
opments, especially in the case of such a vital and irre- 
placeable fuel as natural gas.” 
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gas and sell it at arm’s length to nat- 
ural gas companies subsequently trans- 
porting such natural gas in interstate 
commerce are exempt from the pro- 
visions of the Natural Gas Act. 


¢¢ JQEFERENCE also was made at these 

hearings to the pending case be- 
fore the Supreme Court of the United 
States in Interstate Natural Gas Co., 
Inc. v. Federal Power Commission.* 
The subsequent decision of the Court 
on June 10, 1947, addressed to the 
particular circumstances of that case 
which involved the operations of a 
natural gas company subject to the act, 
immediately became the basis for di- 
verse interpretations and agitations by 
interested parties, as to its implications 
regarding the jurisdictional status un- 
der the act of independent producers 
and gatherers. 

“In view of these circumstances the 
commission urged the immediate adop- 
tion of HR 4099, the specific and sole 
purpose of which was to make entirely 
clear the exemption of the independent 
productions and gathering of natural 
gas from the provisions of the Natural 
Gas Act. This proposed amendment, 
however, was not enacted during the 
closing days of the session of the Con- 
gress which has just ended. 

“This brief review of developments 
in this matter has been presented so 
that there may be no basis for misun- 
derstanding or continuing expressions 
of fear and uncertainty regarding this 
matter which is noncontroversial. The 
commission gives its assurance to in- 
dependent producers and gatherers of 
natural gas that they can sell at arm’s 
length and deliver such gas to inter- 


2 331 US 682, 69 PUR NS 1, 91 L ed 1742. 
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state pipelines and can enter into con- 
tracts for such sale without apprehen- 
sion that in so doing they may become 
subject to assertions of jurisdiction by 
the commission under the Natural Gas 
Act. 

“The rule herein has this specific 
purpose and is issued at this time be- 
cause the Congress. has not yet re- 
affirmed such exemption by amending 
the act. It is also our intention, in keep- 
ing with the position heretofore taken, 
to continue to recommend to the Con- 
gress that it take appropriate clarify- 
ing legislative action regarding this 
matter.” 


HERE followed the congressional 
passage and subsequent veto of 
the Kerr Bill, which I shall further 
explain later on. Once the President’s 
veto of the Kerr Bill became an ac- 
complished fact, the FPC quickly 


changed its tune. On August 17, 1950, 
it proceeded to rescind its own Order 
No. 139. In this action, the FPC ma- 
jority clearly indicated that it now in- 
tends to throw open the entire inde- 
pendent production field for “special” 
investigation but, at the same time, 
leaving the actual assumption of con- 
trol to future piecemeal procedure. 
Starting with the larger companies, 
each natural gas producer would thus 
become a special case, until one by one 
the legal as well as practical limits of 
FPC’s new area of authority become 
consolidated. Phillips Petroleum Com- 
pany was specifically mentioned as be- 
ing the first probable case, with hear- 
ings scheduled to open October 9, 
1950. 

The passage and veto of the Kerr 
Bill were mentioned by the FPC ma- 
jority in a policy statement issued with 
OCT. 12, 1950 
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Effect of Regulation 


aad gl is well known to all that excessive or unnecessary regulation and 

restriction tend to create scarcity and higher prices. There has 

been a great increase in the demand for natural gas these last years; 

but the supply has increased twice as fast as the demand. Yet at this 

moment at least one-half of the reserves that have been recently dis- 

covered have not been made available for purchase by the interstate 
pipelines.” 





its rescinding order. The statement de- 
clared that it was not the intention of 
the commission to inaugurate a “gen- 
eral investigation” respecting existing 
rates charged by producers and gather- 
ers. Although the rescission order was 
technically unanimous, Commission- 
ers Smith and Wimberly, in a concur- 
ring opinion, dissented in principle, 
stating that they agreed to the major- 
ity action only because “the order 
(No. 139) does not accurately reflect 
the interpretation placed by the ma- 
jority on the Natural Gas Act, and 
therefore the policy of the commis- 
sion.” 

In this act, the FPC majority ig- 
nored the law as passed by Congress. 
They repudiated their own official or- 
der and their own code of rules. They 
now declare that they will investigate 
individuals without regard to uniform 
or equal treatment to others in the 
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same position. They now propose to 
regulate on the basis of their personal 
selection, one or more out of many, 
without any necessary regard for jus- 
tice or special discrimination. 


ey is clear to me that Federal control 
of the oil and gas industry is the 
ultimate aim of the FPC. But I am 
amazed at the way the FPC has gone 
about regulation. This latest step ap- 
parently has grown out of the FPC 
case against the Phillips Petroleum 
Company. On July 6th, the Phillips 
Petroleum Company filed a motion 
seeking to avoid regulation as guar- 
anteed by Order 139. In the face of 
this motion, the FPC promptly threw 
out its three-year-old order and wrote 
off its long-established policy. 

This demonstrates they do not pay 
much attention to the language of the 
Natural Gas Act as passed by Congress 
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or to their own official orders and 
declarations. When the law gets in 
their way, they disregard it. When 
their own order stands in their way, 
they rescind it. 

Obviously, the FPC plans to select 
its own field of jurisdiction so as to 
say which companies shall or shall not 
be subject to its control. Any time a 
court either claims the power to choose 
whom to regulate, or how to regulate, 
in the absence of legislative authority 
for both, its judicial sincerity is sub- 
ject to question. There can be but one 
basis for regulation and that is under 
the terms of the law enacted for the 
purpose. There can be but one stand- 
ard of the application of regulation 
and that is to all alike. 

And why is it so important that the 
independent producers should remain 
free of Federal interference? Let us 
examine some of the points made in 
the President’s veto message for the 
answer to this question. The Presi- 
dent’s veto message stated in part: 


I believe that authority to regulate 
such sales is necessary in the public 
interest because of the inherent char- 
acteristics of the process of moving 
gas from the field to the consumer. 
Unlike purchasers of coal and oil, pur- 
chasers of natural gas cannot easily 
move from one producer to another in 
search of lower prices. . . . The pipe- 
line companies, and in turn the con- 
sumers of natural gas, are bound to 
the producers, and gatherers in a given 
field by the physical location of their 
pipelines, which represent large invest- 
ments of funds, and cannot readily be 
moved to other fields in search of a 
better price. 


‘T= represents one of the basic 
fallacies of the opponents of this 
bill. Before an interstate project be- 
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gins to take shape, the pipeline does 
not exist and the producer is free to 
sell his gas where he will. The pipeline 
cannot be built until the producer has 
bound himself for a term of many 
years, usually a minimum of twenty 
and often as many as fifty, to furnish 
his gas to a specific pipeline. Thus, the 
producer makes the existence of.the 
pipeline possible but in doing so the 
producer shackles himself and his pro- 
duction to that pipeline for his market. 
It seems, however, that the perform- 
ance of this service, without which the 
pipeline could not exist or operate, does 
not satisfy the opponents of the bill. 

They want to place upon that pro- 
ducer the further destructive burden 
of supplying his gas until it is ex- 
hausted—not on the basis of the con- 
tract by which he made the pipeline 
possible—not on the basis of the value 
of his gas—not on the basis of what 
he could sell it to other markets had he 
not by contract bound it to the specific 
pipeline. 


HOSE who opposed the bill want to 
compel that producer to sell his 
gas at a bare minimum price sufficient 
only to reimburse him for his neces- 
sary cost in producing it and putting 
it into the line. 
I quote further from the veto mes- 
sage: 


While there are a large number of 
producers and gatherers, a relatively 
small number of them own a sub- 
stantial majority of the gas reserves. 
Furthermore, the demand for natural 
gas has been growing goonies gow d 
in recent years, and its natural ad- 
vantages as a fuel, coupled with its 
present price advantage, indicate that 
demand may soon be pressing hard 
upon total supplies. 
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T HE demand has increased phe- 
nomenally in recent years, but the 
dramatic fact is that unregulated in- 
dependent producers have been dis- 
covering and developing additional 
supplies at a far greater rate than that 
at which demand has increased. Twen- 
ty years ago, when the annual con- 
sumption was three trillion cubic feet, 
the known reserve represented less 
than twenty-five years’ supply. Today, 
the annual consumption has more than 
doubled, but we have in sight, and 
proved, a supply adequate for thirty 
to thirty-five years. Enactment of the 
bill was the only insurance policy for 
the supplies to continue to grow and 
expand. 
The veto message further stated : 


It is argued that regulation of sales 
of natural gas to pipe-line companies 
would discourage producers and gath- 
erers from selling their gas in inter- 
state commerce, and would discourage 
exploration and development of new 
wells. This claim rests primarily on 
the assumption that the Federal Pow- 
er Commission would apply standards 
of regulation which did not take ac- 
count of the peculiar circumstances of 
natural gas production—such as the 
cost of exploration and development, 
including the drilling of dry holes. 


This paragraph demonstrates the 
complete lack of knowledge of the rec- 
ord of exploration for new gas fields 
by regulated companies as compared 
to independent operators. 


All the regulated companies in the 
nation have drilled, on the average, 
less than 12 wildcat or exploratory 
wells per year for the past ten years. 
Independent operators have drilled ap- 
proximately 8,000 such wells each year 
for the past four years. During the 
war years, in spite of scarce materials 
and equipment, the independents 
drilled an average of 5,000 exploratory 
wells per year. 

Solely because of the wildcat or ex- 
ploratory wells drilled by independent 
producers, the nation’s known gas re- 
serves have been tripled in the last 
twelve to fifteen years. 


HE regulated companies have not 

drilled exploratory wells in the 
past and will not drill them in the fu- 
ture for two very simple but compel- 
ling reasons: First, the FPC basis of 
regulation provides neither incentive 
nor reward to a regulated company 
for finding new reserves. In fact, a 
regulated company is penalized for 
finding new reserves and is rewarded 
for buying them rather than finding 
them. 

To illustrate: If a regulated com- 
pany spent $2,000,000 in exploration 
and found no new reserves, the FPC 
would be the sole judge of how much, 
if any, of the money so spent could be 
added to the rate base and recovered 
by the company, and how many years 
must be taken in which to recover it. 
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have disregarded the interests of the consumers. The pitiful 


q “THE opponents of the Kerr Bill have been the ones who 


part of it is that those who brought about the veto did so in 
complete ignorance of the fact that while they were visiting 
tragedy upon the producer they were visiting calamity upon 
the consumer.” 
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If, however, this regulated company 
spent this $2,000,000 in exploration 
and found $50,000,000 worth of gas, 
it would not be one penny better off 
by reason of such discoveries than it 
would have been had no gas been 
found. The FPC would still determine 
what part of the cost, but not to ex- 
ceed the total of the $2,000,000, would 
be added to the company’s rate base 
and how many years must be taken in 
which to recover it. 

In either event, the company would 
be permitted to earn 64 per cent on the 
$2,000,000 cost or on the unrecovered 
part thereof. 

On the other hand, if the regulated 
company borrowed $50,000,000 and 
| bought that amount of new reserves, 
it would be permitted to earn 63 per 
cent over and above all interest 


charges, amortization costs, and all the 
expenses on the unrepaid portion of 


the $50,000,000. 

Thus, a regulated company is pe- 
nalized by small or inadequate return 
on what it spends in exploring for new 
reserves whether it finds any or not. 
On the other hand, if it acquires new 
reserves by purchase at the highest 
prices permitted by FPC, it is re- 
warded. 


HE President went on to express 

his “confidence” that the FPC 
would apply “standards properly 
suited to the special risks and circum- 
stances of independent natural gas pro- 
ducers and gatherers.” It is a fact of 
record, however, that FPC testimony 
before the Senate committee shows 
that the same standards of regulation 
will be applied to the independent pro- 
ducers as have always been applied to 
the regulated companies. 
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Many independent producers have 
called me and wired and written me 
asking where we now stand and where 
we are headed. Some have even said 
that the kind words of the veto mes- 
sage make them feel as good as if the 
bill had become a law. This reminds 
me of the patient who enjoyed the 
sugar-coated pill until the slug of 
strychnine hidden inside began to 
paralyze his insides. 

It is true that those who would look 
only at the words might decide that the 
bill is dead but that all is well. The 
truth, however, is that the bill is not 
dead and all is not well. 

The truth also is that the inde- 
pendent gas producers of this nation 
cannot let the principle of this bill die 
unless they are willing at the same time 
to see their great industry expire with 
it. 

Those who would entomb the bill 
should make the grave large enough 
to bury the industry with it because the 
industry cannot survive under FPC 
regulation. 


URTHER evidence of lack of faith 

to be placed in the official state- 
ments of the FPC may be found in its 
brief in the Interstate Case. The state 
of Texas and the state of Oklahoma 
had filed briefs amicus curie in the 
U. S. Supreme Court in which they 
set forth, first, the responsibility of 
the states with reference to regulation 
of production and gathering; second, 
the provisions of the Natural Gas Act 
itself; and, third, the growing fear 
that the purpose of the Federal Power 
Commission was to invade the sover- 
eignty of the states, compel its juris- 
diction upon the producers within the 
state, usurp the right of the state to 
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The Duty of Gas Producers 


“... the independent gas producers of this nation cannot let the principle 

of this [Kerr] bill die unless they are willing at the same time to see the 

their great industry expire with it. Those who would entomb the bill 

should make the grave large enough to bury the industry with it because 
the industry cannot survive under FPC regulation.” 





so regulate, and fix the price of natural 
resources in the ground within a state. 

In reply the FPC attorneys said 
this : 


The commission has never sought 
to extend its jurisdiction over the sales 
of natural gas made by independent 
producers and gatherers, but only over 
sales made by one otherwise a natural 
gas company or where affiliation be- 
tween seller and purchaser is involved 
or where there is transportation in in- 
terstate commerce by the seller after 
completion of gathering prior to the 
wholesale sale. .. . 

A review of the briefs submitted in 
behalf of the states of Oklahoma and 
Texas raises issues which we believe 
need not be considered by this Court. 
It appears to us that these states are 
more concerned about what they fear 
the commission might do than by what 
it has done. 


As I read that language in contem- 
plation of the record that has been 
made, I am reminded of the words of 
old Job when he said: “Behold that 
which I feared has come upon me.” 
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A@ then if I wanted to refer you 
to the most assuring words of 
all; if I wanted to refer you to that 
upon which any American has the 
right to look with assurance; if I 
wanted to quote for you the language 
which above all others besides that 
within the Constitution itself under 
which Americans are entitled to guide 
their course and express their rights 
and privileges, I would refer you to 
the language of the Natural Gas Act 
itself, wherein it is stated : “The pro- 
visions of this act shall apply to the 
transportation of natural gas in inter- 
state commerce, to the sale in interstate 
commerce of natural gas for resale for 
ultimate public consumption for do- 
mestic, commercial, industrial, or any 
other use, and to natural gas compa- 
nies engaged in such transportation or 
sale, but shall not apply to any other 
transportation or sale of natural gas 
or to the local distribution of natural 
gas or to the facilities used for such 
distribution or to the production or 
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gathering of natural gas.” (Italics 
supplied. ) 

One of the mysteries that I have 
contemplated and which is yet un- 
solved is how men of judgment, knowl- 
edge, and intellectual integrity can 
take the position that a law gives them 
the right to regulate the price of a 
product in the field to which the 
language of the law itself states that 
it does not even apply. 

What a tragedy that those who have 
interpreted and have responsibility for 
the administration of that law have 
not informed themselves by physical 
visits to the areas where the situations 
described exist in order that they 
might in their minds realize what is 
meant by the “field of production” on 
the one hand and the “field of gather- 
ing” on the other. Then their con- 
sciousness would be overwhelmed by 
the realization of the clear mandate of 
the law, saying “Thou shall not enter 
here” when it states that the provisions 
of the act “shall not apply to the pro- 
duction or the gathering of natural 
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gas. 
I BELIEVE that the gas industry is 

confronted with the most serious 
threat which any segment of Ameri- 
can industry has ever faced. On the 
basis of the record of those charged 
with the responsibility of the opera- 
tion and the administration of this act 
we cannot place credence in the words 
that are used, in the orders that are 
issued, but only in the record of the 
commission. 

The FPC does not regulate on the 
basis of allowing the producer the 
amounts for his gas which the contract 
he made, under which he delivers it, 
calls for. Former Commissioner Olds 
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told the committee of Congress that 
those contracts are “mere scraps of 
paper except as the commission finds 
them to be in accordance with their 
rules and formulae of regulation.” 

Their basis of regulation is not with 
reference to what the product is worth. 
That has no more significance than if 
it did not exist. That regulation is not 
on the basis of what the producer 
might be able to sell that gas for if it is 
consumed within the state where it is 
produced. That regulation is on the 
basis of what his cost is in the actual 
drilling and operating and handling of 
the gas from his properties. 

That kind of regulation would en- 
able the FPC to come into Oklahoma 
or Texas or Louisiana or Arkansas or 
Ohio or West Virginia or Pennsyl- 
vania, or any other state, and compel 
the delivery by the citizens of those 
states of the natural resources with 
which the states are blessed, and of 
which the owners are possessed, for 
transportation to other areas of the 
nation without allowing either the one 
who produced it, or the state where 
it was produced, a single penny for 
its economic value. 


ND now let us look at the situation 
from the standpoint and interest 

of the consumer. The opponents of the 
Kerr Bill have been the ones who have 
disregarded the interests of the con- 
sumers. The pitiful part of it is that 
those who brought about the veto did 
so in complete ignorance of the fact 
that while they were visiting tragedy 
upon the producer they were visiting 
calamity upon the consumer. What 
they seek to do would impoverish the 
producer without enriching the con- 
sumer. What they propose to do would 
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result in equal violence to the welfare 
of the consumer to that which they 
would visit with reckless disregard 
upon the producer. 

Not only was it an antimonopoly 
bill, but it was the best insurance policy 
for reasonable prices for natural gas 
to the millions of consumers now using 
it, and to the millions of consumers 
who still seek to have the opportunity 
to use it. 

Samuel Johnson, the great English- 
man, once said: “I don’t know that 
man; therefore, I don’t like him.” 
Some people who knew the least about 
this bill jumped to the conclusion that 
they did not like it. 

Claims were made that the passage 
of the bill would raise the price of gas 
to the consumer by hundreds of mil- 
lions of dollars a year. 

Nothing could be further from the 
truth. I call attention to the fact that 
the independent gas producer has 
never been regulated, yet he has made 
it possible for the consumers of nat- 
ural gas to enjoy the cheapest, safest, 
cleanest, and most desirable fuel ever 
used. 


I CALL attention to the fact that the 
price of natural gas to the con- 
sumer furnished by unregulated inde- 
pendent producers has gradually de- 
clined for the past twelve years. Every 
other commodity purchased by the 
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American consumer has, during that 
same period of time, increased nearly 
70 per cent, and the cost of food dur- 
ing that time has increased 217 per 
cent. 

The average housewife would be 
greatly surprised to know how little 
that independent producer really gets 
out of her gas bill. For every $1 per 
thousand cubic feet which she pays on 
her bill, the producer in the Southwest 
gets less than 5 cents. Yes, less than 
a nickel out of each dollar. She knows 
that is a very small chunk out of her 
gas bill, but she also knows that it is 
a very important chunk. After all, if 
the producer cannot produce the gas 
and cannot sell it to the pipeline, the 
local gas company cannot deliver it to 
the housewife’s home for her use at 
any price. 

Much was said by opponents about 
the increase in the last few years in the 
average price paid to the independent 
producer. A chart prepared by the 
FPC shows that the average price paid 
the independent producer for gas con- 
tracted for in 1946 was approximately 
54 cents a thousand ; the average price 
paid for gas contracted for in 1947 
was about 64 cents per thousand, and 
the average price paid for gas con- 
tracted for in 1948 and to the middle 
of 1949 was about 7.2 cents per thou- 
sand cubic feet. 

With these increases, the over-all 


serious threat which any segment of American industry has 


q “T BELIEVE that the gas industry is confronted with the most 


ever faced. On the basis of the record of those charged with 
the responsibility of the operation and the administration 
of this [Federal Power] act we cannot place credence in 
the words that are used, in the orders that are issued, but 
only in the record of the commission.” 
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average being paid today for all of the 
gas furnished by independent gas pro- 
ducers is still less than 6 cents per 
thousand. Yet the over-all price paid 
by the consumer today is 12 per cent 
less than it was ten years ago. 


bs. I want to tell the American 
housewife and all other Ameri- 
can consumers, who it is that is re- 
sponsible for the fact that the average 
price being paid today under new con- 
tracts is higher than it was three years 
ago. 

Until the contest in the Interstate 
Case, which was decided early in 1947, 
the question of exemption of the in- 
dependent producer from regulation 
was noncontroversial. It was only 
when the FPC threatened regulation 
that independent producers began to 
be afraid to make contracts to sell their 
gas to interstate pipelines in inter- 
state commerce. 

When that threat appeared and 
when that fear resulted, much known 
gas production thereby became un- 
available for purchase by the interstate 
pipelines. Now that the veto has made 
the threat more nearly a reality less 
and less new contracts to sell gas have 
been signed. In my opinion still fewer 
will be signed. This will clamp a deep 
freeze on the business of selling gas 
in interstate commerce. This will mean 
that producers will not be free to sell 
more gas for present consumers nor 
any gas for future consumers. 

It is well known to all that exces- 
sive or unnecessary regulation and re- 
striction tend to create scarcity and 
higher prices. 

There has been a great increase 
in the demand for natural gas these 
last years; but the supply has in- 
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creased twice as fast as the demand. 

Yet at this moment at least one- 
half of the reserves that have been 
recently discovered have not been made 
available for purchase by the inter- 
state pipelines. If threatened regula- 
tion has brought. some scarcity and 
some increase in prices I ask what will 
actual regulation bring? The answer 
must be still greater scarcity and thus 
still higher prices. 

If the principle of the Kerr Bill does 
not prevail, the result will not be more 
gas to the consumer at less cost. It can 
only be less gas to the consumer at 
higher cost. 

Some were amazed when I made 
the statement that today the inde- 
pendent producers own 93 per cent of 
all of the known gas reserves in the 
nation. Yet these independent, unregu- 
lated gas producers have furnished 
and are furnishing ample gas where- 
ever the facilities are available to de- 
liver it, and they are doing so at half 
the cost to the consumer of any other 
available fuel. 


b  jenare would many of our great 
consuming centers be today if 
they had to depend upon regulated 
companies for their gas supplies? 
Where would this country be, as re- 
gards fuel, either in coal strike season 
or out of coal strike season, either 
without the gas from these independ- 
ent, unregulated gas producers or if 
the country had to depend upon the 
regulated companies? 

Will the supplying of gas change? 
The regulated companies have not 
added to their reserves in twenty-five 
years. They have steadily depleted 
them, not replaced them. They have 
steadily lost ground in the compara- 
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tive position of their ownership of re- 
serves because they are regulated, be- 
cause they have no incentive to find 
additional reserves. Who would look 
for reserves when, if they were found, 
those who found them would be com- 
pelled to sell them at cost plus 64 per 
cent? 

How fantastic were the opponents’ 
claims about price increases? Some 
were so reckless as to talk about in- 
creases in terms of hundreds of mil- 
lions of dollars a year. The fact is 
that the total amount paid to all the 
independent producers in the nation 
for all the gas they sell in interstate 
commerce up to and including 1948 
was less than $75,000,000 a year. That 


was gross. 


The Kerr Bill would not have 
changed the price of any part of that 
gas. All the gas now going to consum- 
ers everywhere moves under contracts 
by which present prices are extended 
far into the future. 

To regulate or not to regulate— 
ah—that is the question. Whether to 
suffer the evils of that abundance with 
which we are surrounded, or to flee 
to that scarcity we know not of. 
Whether to insure the free and ex- 
panding flow of this best of all fuels 
into millions of more homes by leaving 
it free as it has ever been, or to reach 
out that paralyzing hand to destroy 
the certainty of further growth and to 
sap the vitality of the present healthy 
service and supply. 





« g) pane the outstanding peculiarity of modern man is his 


disposition, consciously and deliberately, to take risks 
about the future. If he ever lost that quality, human society 
would become static and lifeless. Now this disposition prevails 
even though he cannot predict, even though he has only the 
vaguest idea of the immediate consequences of his acts. This 
seems to me to raise a fundamental dilemma in any economic 
society. Even though we cannot predict, can we as practical 
men, behave with wisdom about the future? Can we reduce risk 
by taking thought? 

“As far as economic affairs are concerned, prediction means 
the investment of capital. The planned economy and the free 
economy give two quite different answers about investment 
policy. The planned economy puts investment into the hands of 
a central body of men; the danger of this is, of course, massive 
and appalling mistakes of which there is already some evidence 
in Europe. The free economy distributes those risks; it leaves 
them to be taken by thousands of dispersed businessmen each 
relying upon his own assessment of the future of consumers’ 
demand and of technique. Now we cannot prove that one system 
or the other is the better. We can watch individual cases. My 
own instinct would be to believe that state monopoly of invest- 
ment is a gamble ; that the prudent course is the backing of many 
horses both ways, which we get in the free economy. But that 
would be true only if we can be sure that businessmen will 
continue to take risks.” 

—JOHN JEWKEs, 
Economist. 
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Operation Gas 


Changeover — 


Baltimore 


The relative advantages, for a utility supplying manufactured 
gas, of a one-step conversion to natural gas are weighed by 
an operating company executive whose firm has recently com- 
pleted such conversion. Referring to the task as “Operation 
Changeover” the author recounts the steps by drawing frequent 
military parallels in order to present a clear picture of recent 
practical conversion experience. Considerable attention is given 
the customer’s position and the need for good public relations 
and customer education. 


By JOHN H. WOLFE* 
VICE PRESIDENT, CONSOLIDATED GAS ELECTRIC LIGHT & 
POWER COMPANY OF BALTIMORE 


Gas Electric Light & Power 
Company of Baltimore began 
the largest job of its type ever under- 
taken in this country—the conversion 
in one step from manufactured to 
straight natural gas of more than 612,- 
000 appliances used in 355,000 homes, 
stores, business establishments, and in- 
dustries. Many problems were encoun- 
tered and headaches experienced, but 
changeover was completed on sched- 
ule. If our company’s experience can 
be any criterion, a company ccntem- 
plating a changeover should stress the 
following : 
1, Plan thoroughly all phases of the 
operation. 


() May 1, 1950, the Consolidated 


*For additional personal note, see “Pages 
with the Editors.” 
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2. Emphasize safety in all conversion 
operations. 

3. Employ forceful publicity and ef- 
fective public relations work to gain 
maximum customer codperation. 


For many years our company has 
been proud of its record as a distribu- 
tor of manufactured gas. We stress 
“good public service” at reasonable 
rates and for a long time we were able 
to produce manufactured gas at a cost 
which heating unit for heating unit 
was less than the cost at which natural 
gas could have been obtained for Balti- 
more. The ingenuity and success of 
our gas manufacturing department in 
offsetting one increase after another 
in the cost of labor and gas-making 
fuels by devising new operational effi- 
ciencies and economies at our plant 
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continued for a number of years. Fol- 
lowing the outbreak of World War 
II, however, such large increases oc- 
curred in the costs of coke, purchased 
coke-oven gas, and gas-making oil used 
in making manufactured gas, that the 
company’s postwar planning commit- 
tee decided that the time was ripe to 
vigorously study the economics of 
changing over to the use of natural 
gas. 


[eee representatives visited 
other cities, notably Chicago, De- 
troit, Washington, and St. Louis to 
study at firsthand what changeover 
meant in terms of effort, expense, and 
results. Our company also engaged 
Ford, Bacon & Davis, Inc., consulting 
engineers, to survey the general situa- 
tion with respect to a supply of natural 
gas and to study its utilization in our 
local market. A gas advisory commit- 
tee, composed of staff personnel of our 
company, was formed to study all 
phases of the subject. This committee, 
together with the consultant, submitted 
a series of reports covering the avail- 
ability of natural gas, the economics 
of the distribution of straight natural 
gas, the distribution of mixed manu- 
factured and natural gas of various 
heating values, and the use of limited 
quantities of natural gas for enrich- 
ment. 

These reports culminated in the 
making of a requirements contract 
with the Columbia Gas System, Inc. 

Application was made to the Fed- 
eral Power Commission, and on July 
27, 1949, the Atlantic Seaboard Cor- 
poration, a wholly owned subsidiary of 
the Columbia Gas System, Inc., was 
authorized to construct facilities to 
furnish our company with enough nat- 


ural gas to supply the entire area which 
we serve. 

The then executive vice president 
of our company appeared before the 
public service commission of Mary- 
land and outlined our plans for dis- 
tributing natural gas. He explained 
that “considerations of economy and 
the benefits which will accrue to the 
gas-consuming public” decided the 
company to seek a natural gas supply. 
He further testified that “between 
1939 and 1948 the drastic increases 
in the cost of oil, coke, coal, coke-oven 
gas, and other materials and the in- 
creases in the cost of labor practically 
tripled the cost of manufacturing 
artificial gas.” A powerful argument 
for the use of natural gas was that it 
enabled us to make a rate reduction to 
save gas consumers $7,500,000 in the 
first full year of natural gas distribu- 
tion, such reductions to be made effec- 
tive with meter readings taken on the 
conversion day for each customer. 
Also, since the BTU content of natural 
gas would be over two times that of 
our manufactured gas, a strong incen- 
tive existed in that our distribution and 
storage facilities could handle twice 
the amount of gas, thermally speaking, 
without immediate and costly expan- 
sion of such facilities. 


the company 


| een that 
planned to convert its gas-manu- 
facturing facilities to the manufacture 
of high Bru oil gas, the executive vice 
president stated : 


We believe that it would be reck- 
lessly imprudent to scrap our manu- 
facturing plant and rely on natural gas 
alone for the gas fuel needs of this large 
and populous area with its many homes, 
businesses, and industries dependent 
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on an uninterrupted gas supply. Es- 
pecially will this be so with thousands 
of homes dependent on gas for heat in 
the dead of winter. Experience has in- 
dicated that an emergency stand-by 
source of supply may prove to be in- 
valuable in the event of an interruption 
in the transmission company’s service. 
There is a second and equally impor- 
tant reason. . . . Under the terms of 
our contract with Atlantic Seaboard 
Corporation . . . the price of gas... 
is to be made up of two parts, a demand 
charge . . . and a commodity charge. 
The commodity charge is a straight 
charge which increases and decreases 
in total amount as our purchases of gas 
increase and decrease seasonally. The 
demand charge, on the contrary, when 
once it is established, can decrease by 
only a small amount and does not de- 
crease with decreased purchases. . .-. 
During the cold winter months, we will 
expect peak days of exceptionally high 
demand. If we take our full require- 
ments for these exceptional days from 
the Seaboard Company, then a billing 
demand will be established which will 
be out of proportion to the normal de- 
mands of our system. . . . We, there- 
fore, propose to use our manufacturing 
plant to peak shave on these excep- 
tional days. By thus improving our load 
factor and carrying the peaks with our 
own equipment, we will substantially 
reduce the demand charge component 
of the cost and thereby keep the over- 
all cost per thousand cubic feet to a 
minimum. 


o- of the equipment at our Spring 
Gardens manufacturing plant was 
used as a “pilot plant” by the Ameri- 
can Gas Association’s gas production 
research committee when in the fall of 


1947 a full-scale test machine was 
fashioned of two existing carbureted 
water gas sets for the development of 
the Hall High stu Oil Gas Process. 
Results of test runs made in the sum- 
mer of 1948 were reported at the 
American Gas Association convention 
in the autumn of 1948 and were sub- 
sequently published in “Research Bul- 
letin Project HB-1.” 

We now have two sets which are 
operated on the Hall process. These 
will be used first “‘on the line” to manu- 
facture high BTv oil gas to supplement 
natural gas. Peak loads above this will 
require the use of 21 other sets con- 
verted to the parallel generator process 
which will also produce high Btu oil 
gas. 
Although the conversion to natural 
gas will reduce the number of men re- 
quired at the plants, these men are be- 
ing absorbed in other departments of 
the company. Transfers have been ef- 
fected with the full codperation of de- 
partment heads and of the men in- 
volved, the latter having been given 
assurance early by the management 
that the introduction of natural gas 
would not jeopardize their employ- 
ment. 


it es of the studies made early by 
our gas advisory committee was 
to consider a “two-step” conversion 
using an intermediate mixed gas—part 
natural, part manufactured. This 
method had the advantage of a mini- 


e 


careful execution of the actual operation, and forceful pub- 


q “THOROUGH preparation for the changeover to natural gas, 


licity are all a tremendous help but will not entirely eliminate 
all of the difficulties and special problems which are likely 


to be encountered.” 
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mum cost for sectionalizing valves, 
since it required dividing the system 
into only twenty sections separated by 
more or less natural lines of division 
—ravines, rivers, harbor, railroads (a 
minimum number of gas mains cross 
these). With such a “two-step” 
changeover each section could have 
been completed in about a week for 
each step. The obvious disadvantage 
was that it inconvenienced the cus- 
tomer twice—once to adjust for the 
intermediate mixed gas, and a second 
time to complete to straight natural 
gas. Our company’s management de- 
cided that such a changeover meant too 
much in the way of inconvenience to 
customers. It was thought that it might 
well create an unfavorable reaction at 
a time when the company was striving 
to increase the use of its gas service. 
Therefore, the management insisted 
that conversion should be substantially 
completed in each customer’s home in 
one operation and that a short time be 
set for the completion of each section, 
in our case a maximum of two days. 
Since management had decided on a 
maximum of two days per section, ex- 
act preparation was vital. How best 
to balance the number of meters 
against the number of available ad- 
justers to avoid excessive premium 
overtime of the adjusting force? How 
to install a minimum number of sec- 
tionalizing valves and still do the job? 
The smallest sectionalizing valve cost 
$300 to install—average cost was $425 
(based on 1949 prices and wage cost). 
In all, we installed 412, which with 
existing valves divided the area served 
into 68 sections. In addition, the in- 
stallation of nine permanent pressure 
regulator stations and five temporary 
ones was necessary. 
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Exhaustive technical studies of the 
gas supply required to feed each sec- 
tion were made to assure an adequate 
supply of both types of gas. Of utmost 
importance in a sectionalizing plan, 
and which can at times be insured only 
by a dress rehearsal, is the necessity of 
avoiding a critical reduction of gas 
supply for adjoining unconverted 
areas. 


a Fp semseh Changeover” (as we 

have popularly termed the’con- 
version plan) resembled a military ma- 
neuver of encirclement and advance— 
a pincers movement. In general, the 
plan was to introduce natural gas from 
the west, circling toward the north and 
then toward the south to encompass 
the western areas of our system; then 
encircle from the southeast and later 
proceeding from the northeast and 
thus force into retreat the manufac- 
tured gas which was being distributed 
outwards from our gas plant located 
in the central part of our system near 
the harbor. This called for skillful 
strategy and tactics by our gas divi- 
sion. 

To accomplish our mission, we es- 
tablished three natural gas “beach- 
heads”—one on the west at Granite, 
one in the northwest at Owings Mills, 
and one on the north at Beaver Dam. 
Regulator stations placed strategically 
along the lines allowed proper feeding 
of the converted sections and kept 
pressures constant. 

Again militarywise, all operational 
activities connected with natural gas, 
technical or otherwise, were under the 
direction of a coordinator (the super- 
intendent of gas distribution). 

Maps establishing the general con- 
version areas were originally based 
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The Role of Odorizing during Changeover 


ves igs pointing out pitfalls to others contemplating changeover, we 
would stress the need for rigid control of odorization. Odorizing 
is done primarily to warn the customer of dangerous leaks. Too little 
odorant will not be effective; too much creates a pungent odor offensive 
to sensitive nostrils and causes the reporting of tiny seepages as serious 
leaks, which reports are costly to follow up and a nuisance to everyone.” 





substantially on natural lines of divi- 
sion. To refine these into the final 68 
smaller, workable (maximum two- 
day) sections, we had to keep in mind 
the orderly introduction of natural gas 
from the three “‘beachheads,”’ the num- 
ber of meters practicable for conver- 
sion per section, and the avoidance of 
time-wasting skips from place to place 
by the conversion crews. 


is was first necessary to determine 
the approximate number of meters 
in each meter-reading district so as to 
obtain an estimated count of meters 
for the larger conversion areas. After 
this preliminary count was reasonably 
complete, it was then found necessary 
to subdivide the larger areas into 
smaller conversion sections which 
could be completely converted in not 
more than two days by the appliance- 
adjusting crews. A large amount of 
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administrative work was necessary in 
order to reconcile customers’ mailing 
addresses with specific gas service lo- 
cations. A field check was made of the 
actual source of supply on all recorded 
gas services within seventy-five feet 
of each sectionalizing valve so as to be 
absolutely certain of these borderline 
cases. 

Next our customers accounting de- 
partment ran off on their addresso- 
graph machines a basic conversion or- 
der for each connected gas meter. 
After this was done a large force of 
clerks stamped the conversion section 
number on the face of each basic con- 
version order and subsequently filed 
these by section number in geographi- 
cal order. Not until then was it possi- 
ble to obtain a final accurate meter 
count by sections. A fter this final meter 
count was obtained, it became apparent 
that further subdivision of some sec- 
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tions was necessary. Finally the basic 
orders were ready for issuing to the 
conversion contractor. 

Early in our plans the decision was 
reached to employ a contractor to make 
the conversion of our customers’ ap- 
pliances. Conversions & Surveys, Inc., 
of New York, a Stone & Webster sub- 
sidiary, came to Baltimore with two 
strong recommendations : 

1. An organization in being. 

2. A long and successful record of 
experience. 


6 fins brought about 425 men to 
Baltimore, including supervisory 
and administrative personnel, crew 
bosses, and technical conversion spe- 
cialists in various fields. Initially they 
hired about 275 new men locally, and 
stepped up this number by successive 
hiring until the total force was stabi- 
lized after six weeks at about 1,150. 
To orient the “old” conversion men 
and train the new ones, we set up a 
demonstration school at a point where 
both manufactured and natural gas 
supplies were available. Fourteen sepa- 
rate classroom booths were equipped 
mostly with old ranges, automatic 
water heaters, side-arm water heaters, 
and gas refrigerators typical of those 
in use in our area. House-heating, com- 
mercial, and industrial equipment was 
ranged along the walls and around a 
central hall fitted out as a lecture and 
demonstration room. Prior to opening 
the school to the conversion forces, 
every one of our gas fitters received 
sixteen hours in conversion instruc- 
tion. School was in session for new 
conversion men for six weeks, with 
classes sometimes in two shifts. Each 
new man learned the rudiments, his 
conversion three R’s, in fifty-five hours 
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of training spread over two weeks of 
six days each. New employees were 
later trained in the field by experi- 
enced men. In addition, the codrdina- 
tor gave nine demonstrated lectures to 
employees in the customer relations, 
home service, merchandise, and other 
interested departments, and also to 
those who would be connected with the 
conversion program to give them an 
indoctrination in the requirements of 
and methods for conversion. 


Fe one year prior to conversion 
“cellosolve,” an excellent gum sol- 
vent, was used on portions of the high- 
pressure (100 pound) systems to keep 
any gums deposited from manufac- 
tured gas soft. Two months before 
conversion began, all the principal dis- 
tribution mains—low, intermediate, 
and high-pressure—were conditioned 
by oil spraying to reduce absorption of 
the odorant by rust on the inner sur- 
faces. In our case, conditioning of dry, 
odorless natural gas required humidi- 
fying, oil fogging, and odorizing. We 
odorized at the three gate stations. 
Automatic oil fogging of the gas took 
place at the two high-pressure gate 
stations and at the regulator stations 
spaced along the tie distribution pipe- 
lines. Where the latter discharged into 
the low-pressure system, the gas was 
also humidified automatically. At 
Spring Gardens, terminus of the 26- 
inch high-pressure main from Granite, 
the gas will be oil fogged, humidified, 
and reodorized. The oil fog will coat 
the interior of the mains and services 
with a desirable protective film. Oil 
fogging and humidifying have been 
adopted in an endeavor to prevent the 
onset of “dust” conditions experienced 
elsewhere caused by drying out of the 
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dust and rust which have accumulated 
and which are whirled along with the 
gas stream and cause serious trouble 
in customers’ appliances, particularly 
pilots. Moisture is also most necessary 
to prevent drying out the jute in the 
pipe joints. 

In pointing out pitfalls to others 
contemplating changeover, we would 
stress the need for rigid control of 
odorization. Odorizing is done pri- 
marily to warn the customer of dan- 
gerous leaks. Too little odorant will 
not be effective; too much creates a 
pungent odor offensive to sensitive 
nostrils and causes the reporting of 
tiny seepages as serious leaks, which 
reports are costly to follow up and a 
nuisance to everyone. Minute leaks, 
which may have been present for 
years, will, however, show up simply 
as a result of the change in odor from 
the old one which is known to the new 
one with which customers are un- 
familiar. 


AX changeover plans were evolved 
with safety as the main consid- 
eration. Chiefly for this reason the 
May to September period was chosen, 
since during that time natural ventila- 
tion would be the best as windows 
would be open and also the use of gas 
appliances would be at a minimum. So 
firm was this determination that the 
date for conversion was not advanced, 
even though natural gas became avail- 
able three and a half months earlier. 


This stress on safety has paid ample 
dividends by the complete avoidance 
of serious accidents throughout the 
entire period. Again by using the May 
to September period, the conversion 
contractor was able to set up a routine 
schedule under which house-heating 
conversion crews were able to carry on 
their work at a uniform rate and were 
not pressed to keep up with the other 
work in the sections. A late cold spring 
caused some improvising, but no cus- 
tomer was seriously inconvenienced. 

Not only did we insist on safety but 
also on accuracy, promptness, and 
courtesy. The gas division operated a 
task force of fifteen inspectors who, 
the day after the conversion of each 
section, reviewed in the field the work 
of the various conversion crews. Ap- 
proximately 8 per cent of the work was 
so spot checked. 

Forceful publicity featuring full 
and complete information on what we 
planned to do and how and when we 
would go about doing it was employed 
in order to gain the maximum cus- 
tomer cooperation. 

The major objectives of our public 
relations program, and the publicity 
used to implement it, were: 

1. To make our customers “natural 
gas conscious” in order to— 

(a) Minimize accidents during the 

conversion period, and 

(b) Increase the probability of gain- 

ing admittance to the premises on 


conversion day. 
2. To acquaint customers with the 


e 


consideration. Chiefly for this reason the May to September 


q “ALL changeover plans were evolved with safety as the main 


period was chosen, since during that time natural ventilation 
would be the best as windows would be open and also the use 
of gas appliances would be at a minimum.” 
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difference in the appearance of prop- 
erly adjusted manufactured and_nat- 
ural gas flames, in order to lessen the 
number of postconversion appliance 
service requests. 

3. To give the public all necessary 
information on changeover procedures 
and the benefits which they would gain 
through the use of natural gas. 


| erg pres on the proper and safe 
use of appliances was important 
from a safety standpoint. Publicity, 
coupled with conversion during the 
summer months, is believed to have 
been largely responsible for the ab- 
sence of any serious accidents and for 
the unexpectedly small number of 
claims for personal injury or property 
damage. There were approximately 
2,000 claims, of which 13 per cent 
were closed without payment; 25 per 
cent were settled by having our forces 
make minor repairs; 31 per cent were 
adjusted by making cash payments 
averaging about $10; and the remain- 
ing 31 per cent were pending at the 
time this article was written, with in- 
dication that most’ of them will be 
closed without payment. From a public 
relations standpoint, the absence of 
serious accidents was most important. 

The publicity campaign contributed 
measurably, in our opinion, to the 
small number of instances in which a 
gas service had to be cut off from the 
outside because the conversion men 
could not get in. On the basis of ex- 
perience in other cities, we had ex- 
pected to have about one-half per cent 
“dig ups.” For our system this would 
have involved about 1,500 pick-and- 
shovel jobs at a cost of from $50 to 
$75 each. By the end of conversion it 
had been necessary to dig up and cut 
off only 104 services or .03 per cent 
of the total number of customers. Cus- 
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tomers really went out of their way to 
arrange for the conversion men to get 
in and our employees in the field were 
zealous in their efforts to gain legal 
entry where at first the way seemed 
closed. 

On the initial canvass made during 
the first few hours after natural gas 
had been admitted to a section, a total 
of only 7,352 premises out of the 355,- 
000 could not be entered or about 2.1 
per cent. Subsequent contact with the 
customer was established in 3,458 of 
these instances, 2,411 were ascertained 
to be inactive accounts; in 1,317 in- 
stances meters were accessible and 
were turned off, 44 existing service 
valves were closed (the vast majority 
of our services are not equipped with 
outside valves or curb cocks), 18 in- 
side branch services were cut, and, as 
mentioned before, 104 services had to 
be dug up. On most of these, cocks 
were installed which were closed off 
until the customers’ appliances were 
available for conversion. 


A STEADY flow of news articles, fea- 

ture stories, and editorials in the 
local press kept the story of natural 
gas before the public during the latter 
half of 1949, 

On August 1, 1949, a press confer- 
ence was held, instead of relying only 
on the usual “release,” at which city 
and county newspaper editors from 
gas service areas were in attendance 
by invitation to acquaint them’ with 
what we hoped to do. Newspapers re- 
sponded by cooperating splendidly. 

Columbia Gas System’s technicolor 
film, “The Eternal Flame,” was ob- 
tained and made available for show- 
ings to employees, schools, churches, 
lodges, service clubs, and other organ- 
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Publicity Timing during Changeover 


we A exact schedule for timing the appearance of natural gas pub- 

licity ads was worked out for metropolitan, neighborhood, 

special interest, and county papers keyed to the conversion dates in the 

respective areas. Just prior to the time each section was converted, these 

papers carried maps and instructions of what the customer was to do 
just before conversion.” 





izations. The first showings, with at- 
tendant talks by a member of a spe- 
cial speakers’ bureau of company em- 
ployees, were primarily to show the 
source and the dependability of our 
natural gas supply. As “C-Day” ap- 
proached, emphasis was placed on 
what to expect during conversion, how 
to use appliances, and related informa- 
tion. 

The film was displayed at 175 
showings. Speakers carried maps 
showing how the city was divided into 
conversion sections, ordinary range 
top burners, a card containing a spud 
drilled for natural and one for manu- 
factured gas, a burner cock assembly, 
and a kit equipped with two burners, 
one adjusted for manufactured and 
one for natural gas, together with 
small cylinders of manufactured gas 
and methane. With this kit the lecturer 
gave a practical demonstration of the 
characteristics of the two gases and 
dramatically pointed out the need for 
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turning natural gas on only part way 
on top range burners set for manufac- 
tured gas until such time as the burner 
was converted. The demonstration 
proved very effective. Question peri- 
ods afterwards indicated an unusual 
and great interest by all audiences. 


jw mid-October, 1949, letters were 
sent to appliance manufacturers 
notifying them of the future change- 
over to natural gas and requesting that 
they send to our gas laboratory natural 
gas burners from the appliances which 
they made in order that we might de- 
termine what needed to be done so 
that these appliances could be used 
with manufactured gas in the interim. 
A few days later we sent to all local 
dealers and distributors of gas appli- 
ances letters (enclosing the one above) 
requesting that, on all future sales, 
they provide the correct type of burner 
for use with natural gas. 

In October of 1949, Columbia Gas 
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System officials sponsored a two-day 
inspection trip, attended by five execu- 
tives of the company and reporters 
from two Baltimore newspapers, to 
show the facilities which would be 
used in serving our company. The 
Baltimore News-Post and Sunday 
American ran a series of feature ar- 
ticles, interestingly outlining the nat- 
ural gas story. The Baltimore Sun 
featured the “Pipeline in the Sky” as 
a full-page spread on the front of the 
“feature section” of the Baltimore 
Sunday Sun. Approval by the Federal 
Power Commission and rate reduction 
statements rated headlines. 

Full and active customer coopera- 
tion had to be invoked; nothing less 
would have ensured smooth progress 
of the conversion teams. The big guns 
of publicity were brought to bear—the 
first salvo on January 19, 1950, being 
a full-page newspaper advertisement 
outlining lower rates for natural gas, 
effective from date appliances were 
converted. 

A smaller ad and individual letters 
addressed to all nondomestic gas cus- 
tomers had announced two weeks pre- 
viously the changeover date and noti- 
fication of a preliminary equipment 
survey. 


rng in was increased in volume 
and intensity as “C-Day” ap- 
proached, using the media of news- 
papers, radio, television, and direct 
communications with customers. We 
are deeply indebted to the metropolitan 
and neighborhood press for their com- 
prehensive coverage of the program, 
especially to the Baltimore Sun for its 
publication, as a public service, of small 
box notices displaying the section cur- 
rently being converted and a few lines 


explaining proper use of appliances 
during changeover. 

An exact schedule for timing the 
appearance of natural gas publicity ads 
was worked out for metropolitan, 
neighborhood, special interest, and 
county papers keyed to the con- 
version dates in the respective areas. 
Just prior to the time each section 
was converted, these papers carried 
maps and instructions of what the 
customer was to do just before 
conversion. Beginning March 1, 1950, 
weekly advertisements promoting the 
use of natural gas for house heat- 
ing appeared. The switch to gas of 
a large industrial concern previously 
using another fuel was announced in 
a full-page ad. Two weeks before the 
conversion crews moved into action, a 
full-page advertisement was inserted 
picturing a map of our gas territory 
divided into nine areas to facilitate 
publicity. This also showed approxi- 
mate dates of changeover for each 
area, what to do during changeover, 
importance of making arrangements 
for conversion man to get in, regret- 
ting inconvenience to customers, and 
length of time required for conversion. 

“Natural Gas,” a multicolored book- 
let of twelve pages with indexed 
cover, was distributed, along with a 
section map and explanatory letter, to 
employees on March 1, 1950, and cus- 
tomers on April 1, 1950. This pre- 
sented the story of the change to the 
new gas and outlined what the intro- 
duction of this new fuel meant to our 
customers. The booklet described in 
some detail the source of natural gas, 
its characteristics, the cost to custom- 
ers, our stand-by facilities, including 
our manufacturing plant, and the 
mechanism of appliance conversion. 
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nN 4:30 pm on May 1, 1950, the first 
day of conversion, Baltimore’s 
Mayor D’Alesandro turned a valve 
admitting natural gas into our system 
in a ceremony attended by top officials 
of the company and of the Columbia 
Gas System and its subsidiaries, lead- 
ing citizens, and public officials. Mo- 
tion pictures of His Honor were taken. 
At 7 o’clock that evening, the mayor 
and 200 high-ranking state and city 
officials, industrialists, bankers, busi- 
nessmen, and civic leaders. attending a 
natural gas “inaugural” were shown 
the completed film. 

May 3rd, two days after actual con- 
version began, the film “The Eternal 
Flame” was presented on TV, as it was 
again on May 28th. Beginning May 
4th, daily radio spot announcements 
were made urging customers to be 
home the day the conversion men ar- 
rived in their section. We sent after 
house keys when they were made avail- 
able and arranged to shut off meters 
where requested, and where it was im- 
practical to secure keys, making time 
appointments when possible. 

Seven days before each section was 
entered, a boldly printed, black and red 
on white folder headed “Important 
Notice about Natural Gas. Please 
Read These Instructions Carefully” 
was mailed to each customer telling in 
simple language and with a sketch 
how and what to do on conversion day. 
This notice ended with a request to call 
our service board if for any reason the 
customer would not be home, so that 
other arrangements could be made. 
This circular we considered vitally im- 
portant. In one instance where deliv- 
ery of this folder was made ten days 
(three days too early) before the in- 
cidence of natural gas, “Can’t Get ins” 
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jumped appreciably. The time interval 
was too long and people apparently 
had forgotten and had gone away 
without considering the nearness of 
“C-Day.” 


Rv days before entering an area 
(made up of several sections) a 
full-page advertisement was published 
with a map of the area to be converted 
and a schedule of dates on which con- 
version was to begin in each of the 
numbered sections in that area. This 
ad also told what to do during change- 
over, how a properly adjusted natural 
gas flame looks (sketch), and the im- 
portance of having premises open. 

The day before the conversion men 
entered a section, a handbill of instruc- 
tions was left on each customer’s door- 
knob. This notice employed the same 
color scheme used on the “7-day no- 
tice” and covered substantially the 
same data. 

Thorough preparation for the 
changeover to natural gas, careful ex- 
ecution of the actual operation, and 
forceful publicity are all a tremendous 
help but will not entirely eliminate all 
of the difficulties and special problems 
which are likely to be encountered. 

For example, gas service depart- 
ments should be prepared for an 
avalanche of questions as well as re- 
quests for appliance service; our tele- 
phone calls were five times the previous 
“normal” and occasionally were great- 
er. Calls reporting “leaks,” resulting 
largely from the unaccustomed odor, 
were the most numerous; complaints 
on the slower lighting of burners from 
pilots were next in order. 

To receive these requests and others 
pertaining to conversion, the custom- 
ers’ service telephone board added 
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sixteen customer representatives to its 
staff of sixty-seven, increased the num- 
ber of telephone positions from 44 to 
52, its direct phone lines from 36 to 
44, and PBX phone lines through the 
main switchboard to the board from 
9 to 11. 


O" customers’ service telephone 
board is manned twenty-four 
hours a day, seven days a week, with 
man power on shift schedules as de- 
termined by the time of the day and 
anticipated needs. From an average of 
about 400 a day, incoming gas service 
calls soared to an average of about 
2,000, with one roaring day of about 
4,000. Calls on Saturdays and Sundays 
were, however, lower. We had previ- 
ously estimated that we would receive 
12,824 inquiries and service calls per 
week during conversion. Between 85 
per cent and 90 per cent of this num- 
ber actually were called in and the ma- 


jority of them were passed on as or- 
ders to the gas service department. 
Telephone representatives were all 
thoroughly indoctrinated in the whys 
and wherefores of natural gas and 
could answer most requests for infor- 
mation. Those inquiries requiring 
longer investigation were handed to a 
“fix-it” group of from four to seven 
men whose exclusive duties were the 
expediting of such matters. 

It would not be frank to state that 
“operation changeover” was trouble 
free—it was not. Such a tremendous 
undertaking could not be carried on 
without some rough spots. However, 
when we review the results, we know 
that all the long months of careful 
planning, the steady flow of publicity, 
the careful mobilization and codrdina- 
tion of effort, had effected an end re- 
sult from which we all can derive a 
feeling of accomplishment in a big job 
well done. 


St 





Natural Gas from the Gulf 


cé CONTRACT for the construction of a gas-carrying pipe- 
line to a field in the Gulf 10 miles off Vermillion parish 
[Louisiana] is a concrete move toward utilizing the vast stores 


of the tidelands gas. It calls attention once again to the excep- bu: 
tional industrial opportunities in this area resulting from the me 
reserves of gas available here both for fuel and as a manufac- 

turing ingredient. S, 

“The pipeline off Vermillion is only one of several projected oO 
undertakings of its kind. Some half-dozen gas fields have been tea 
tapped under the Gulf waters and closed in temporarily because ser 
of the lack of transportation means. The drilling results at the bel 
Main Pass field just east of the Mississippi river mouth have 
shown the presence of large reserves in that section. 

“Whether or not the Federal government succeeds in seizing Al 
the offshore bottoms, the gas will be available for use in this area wi 
cheaper than it can be hauled away to other parts of the country.” 

—EDITORIAL STATEMENT, wi 


The (New Orleans) Times-Picayune. 
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What’s the Gas Industry’s 
Biggest Problem? 


A symposium of views by leading executives of operating 
utility companies throughout the United States. They were 
asked to give their indwidual opinions on the most pressing 
problem facing the industry during the coming year. Certain 
points of agreement, as well as partial variety among these view- 
points, give us a significant insight to the questions which weigh 
most heavily today on the minds of the industry's key managerial 
leaders.* 


Statement by Clifford E. Paige 


PRESIDENT, BROOKLYN UNION 
GAS COMPANY 


AITH, don’t we all need it? Faith 
k= ourselves, faith in each other. 
Faith in the future. Faith in our 
business. It isn’t enough for you and 
me to have it. We must teach it. We 
must impress investors with our 
soundness and our future, we must 
teach our users to have faith in our 
service, we must show our associates 
belief in the fairness of management. 
None of us has attained supremacy. 
All of us must, with humility and yet 
with confidence, look forward and up. 
All things are possible, but only 
with work. All work must have faith 


_ *Presented according to geographical loca- 
tion by regional areas from East to West. 
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as incentive. All achievement must be 
regarded as but.one more step in 
reaching the goal. 

Speaking generally, the gas business 
needs about everything. This is not 
unhealthy, especially when the reali- 
zation of the need sets up at once the 
will to do something. For many years 
the people in the gas business have 
seen needs arise and immediately have 
done something. To their credit, they 
haven’t been smug in their achieve- 
ments, they haven’t had time. 

Needs vary in the business. Nat- 
ural gas, mixed gas, and manufactured 
gas have much in common by way of 
needs and problems, but each has 
many peculiar to itself. Conditions 
vary with localities and with corporate 
differences. Combination gas and 
electric companies operate often quite 
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differently from straight gas com- 
panies. 

Not always in a combination com- 
pany does the gas end get a due share 
of attention. Opportunities are so 
often neglected. 


| Prpesesssees under which different 
companies operate vary greatly. 
Management opinion is often quite 
different even with those companies 
having somewhat similar conditions. 

For example, some companies be- 
lieve that they should merchandise 
their appliances. Others believe they 
should not. It is a question on which 
reasonable and unquestionably com- 
petent managements may differ. 

We have the same thing in regula- 
tory bodies. State commissions differ 
between themselves as to what con- 
stitutes proper regulation. This vari- 
ance in viewpoint suggests sometimes 
that regulation is political rather more 
than economic in its operation. And 
as if these principles and philosophies 
were not enough, Federal agencies 
assert themselves more and more in 
assuming and, in fact, demanding 
rights to regulate whether or not their 
views are in consonance with state 
laws now controlling regulatory 
functions. 

From a competitive standpoint, all 
utilities have more or less the same 
situation. The concept of a gas com- 
pany as a monopoly is heard no longer. 
Its prosperity, if not its survival, de- 
pends on its ability to meet competi- 
tion from any source; to earn its share, 
not of tolerance, but of good will; to 
command the respect of investors, 
without which dry rot sets in, which 
is devastating in its effects. 

In years past, an investor wanted to 


OCT. 12, 1950 


know about earnings, and the prospect 
for continuance; about management 
and its program for bringing along 
younger people, in due course, to suc- 
ceed to administrative responsibility; 
and, a little later perhaps, what the 
company might be doing in the way of 
research. 


HESE were fundamentals; they 

still are. Now we have highly 
trained experts to analyze our facts 
and our trends. We have in most 
cases developed people to deal with 
so-called public relations — directly 
with people, customers, employees, and 
investment representatives. 

We have proved over and over 
again that truth is our best ally. Our 
business cannot be sold on romance, or 
fantastic claims for the future. 

We have learned the meaning of 
faith, and have accepted the respon- 
sibility for fair dealing and simple 
truth in advertising. 

To avoid misunderstanding and to 
foster unity, we have developed re- 
gional associations and over all the 
American Gas Association. These or- 
ganizations are not lobbying outfits in 
any sense of the word. They merely 
provide a common ground where 
people engaged in our business may 
meet and discuss our business to the 
end that the industry may prosper. The 
achievements of such effort are aston- 
ishing and have contributed enormous- 
ly to the high regard in which the gas 
industry is held—by its workers, in- 
vestors, and customers. 

Many companies in this country 
have been in operation for a hundred 
years, some a great deal longer. There 
have been transitions, there may be 
more, but the gas business with each 
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The Gas Industry’s Number One Problem 


soak dpe primary problem facing the gas industry—common to the 
entire public utility field—is the expansion of facilities to in- 
crease service to the public in the face of today’s high costs without 
unduly increasing the rates for service. The advent of natural gas has 
pointed the way toward solutions to this problem. Natural gas can be 
distributed directly, mixed with any available reasonably priced base 
load gas, or used as a raw material in the place of oil and coke to make 
manufactured gas which is interchangeable with coke-oven or car- 


bureted water gas.” 


—-W. E. Lone, 


President, United Gas Improvement 


Company. 





change has come up stronger than 
ever. 

If you believe what I say, you will 
agree that our future, as seen from 
here, is indeed bright. 

I hope we may continue, as always, 
“to keep the faith.” 


a 
Statement by George H. Blake 


PRESIDENT, PUBLIC SERVICE ELECTRIC 
& GAS COMPANY 


RIEFLY, it seems to me that the 
greatest problem facing the gas 
industry today is to devise ways and 
means of increasing earnings suff- 
ciently to attract new capital and hold 
the investor’s interest. This encom- 
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passes continued research to effect a 
lowering of operating costs, load 
studies to aid in the establishment of a 
balanced program of sales promotion, 
and rate structures so designed that 
they will not only be compensatory but 
will not price us out of the competitive 
market. 


* 
Statement by H. C. Forbes 


EXECUTIVE VICE PRESIDENT, CONSOLI- 
DATED EDISON COMPANY OF 
NEW YORK, INC. 

2 ites straight manufactured gas 

business is rapidly becoming the 
vanishing American of the public util- 
ity industry. Almost anywhere one 
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turns a change from manufactured to 
mixed or straight natural gas is either 
in progress or in prospect. 

There is every reason to believe 
that the changing aspect of the indus- 
try means a new wave of prosperity 
for it during the immediate future. 
Nevertheless, this is a time for the ex- 
ercise of foresight and prudence upon 
the part of both utility managements 
and regulatory bodies or the newly 
found prosperity may all too soon be- 
come as dust and ashes. The change 
from manufactured to mixed or 
straight natural gas clearly will be ac- 
companied by a substantial decrease in 
costs and so, of course, managements 
and regulatory bodies will be con- 
fronted with the question of what to 
do about rates. 


! ET us assume for the moment that as 


a result of the decrease in costs 
rates to consumers are drastically re- 
duced. The consequence will almost 
certainly be a very large growth in the 
use of gas for space heating. This 
type of business has a notoriously poor 
load factor and its rapid expansion 
must soon lead to demands for addi- 
tional natural gas during the peak 
send-out season, or alternately it will 
require the installation of peak shav- 
ing facilities. In either case, on ac- 
count of the poor load factor of the 
new business, the utility company’s 
costs will begin to go up, and the 
longer the process is continued the 
more they may be expected to increase. 
Let us bear in mind also that there is 
no assurance that an adequate supply 
of natural gas will be available for a 
period in excess of something like 
thirty years. Certainly it would be im- 


OCT. 12, 1950 


prudent, to say the least, to neglect the 
possibility that the supply may grad- 
ually fail at about that time, and, if 
such proves to be the case, the upward 
trend of costs probably would then 
become precipitous. 


AX of this suggests that caution 
ought to be used in the adjust- 
ment of rates to consumers and that 
some provision should be made from 
the good earnings to be expected in 
the immediate future against the lean 
years that may all too soon be with us 
again. How can this be done? It would 
seem that the sensible thing would be 
to allow an accelerated rate of depre- 
ciation accruals so that the utility com- 
panies have an opportunity to recover 
a large part of their investment in gas 
plant while good earnings permit it 
to be done without undue hardship to 
consumers or stockholders. Such a 
course would be most helpful in avoid- 
ing future drastic increases in rates 
that would be both burdensome to 
consumers and damaging to the wel- 
fare of the industry. 

The implementation of such a pro- 
gram may require the abandonment of 
depreciation accounting practices that 
certain regulatory bodies have treated 
with a reverence usually reserved for 
the scriptures, but it will be unfortu- 
nate indeed if a rigid insistence upon 
inflexible methods results in a failure 
to deal with the situation in a prac- 
tical manner. 


¥ 
Statement by E. H. Eacker 


PRESIDENT, BOSTON CONSOLIDATED 
GAS COMPANY 


HERE are many problems facing 
the gas industry in the next twelve 
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onths. Outstanding amongst these is 
¢ ever-present need for new and 
proved methods of producing, dis- 
ibuting, and utilizing the product we 
ell in order that our services will be 
pot only competitive but superior as 
ell. 

I believe a corollary of this fact is 
he need not only for a continuation 
bf the support behind the Institute of 
as Technology and the PAR Plan 
but also a broadening of this support 
0 that it encompasses all companies 
nd segments of the gas industry to 
he end that added impetus will be 
riven to both. 

The present uncertain world situa- 
ion, bringing with it the possibilities 
bf further increases in the costs of the 
aterials which we require and the 
possibilities of shortages of these ma- 
erials, gives us all the more incentive 
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vid- fo find less costly processes and less 
ites Frostly materials for production and 
to fMistribution and higher economic effi- 
rel- eiency. Are not these things really 

demanded whether we supply straight 
ro- fmatural gas, mixed gas, or manufac- 
of tured gas? More and more the prob- 
1at ems in these different areas are be- 
ed ffcoming common problems. 






HE gas industry, in its efforts to 
better fulfill its obligations, estab- 
lished the Institute of Gas Technology 
and set up the PAR Plan. It can be 
proud of both. We cannot expect such 
programs to pay dividends overnight, 
but already dividends are evident in 
the short time that has elapsed since 
the foundation of the institute and the 
origination of the PAR Pian. 

Is it not fundamental that manage- 
ment must constantly seek for new 
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and improved methods of producing, 
distributing, and utilizing the com- 
pany’s product to fulfill its obligations 
to the company’s customers, stock- 
holders, and employees? Is not this 
obligation incumbent on utility and 
allied manufacturer managements 
alike? And do not these programs of 
the gas industry make available man- 
agement tools no one management 
could afford? If this be so, how can 
gas utility and allied manufacturer 
managements fulfill their obligations 
unless they actively support both the 
institute and the PAR Plan? 


¥ 


Statement by Charles P. Crane 
PRESIDENT, CONSOLIDATED GAS ELEC- 
TRIC LIGHT & POWER COMPANY OF 
BALTIMORE 
} ig would be difficult for me to define 

the one “most outstanding” prob- 
lem facing the manufactured, mixed, 
or natural branches of the gas indus- 
try. In the first two instances, the 
basic problem as I see it is one of eco- 
nomics—how to make manufactured 
or mixed gas and distribute it at rates 
which will yield a satisfactory return 
on investment and coincidently stimu- 
late growth. This problem has, of 
course, been much more acute with the 
straight manufactured gas utilities 
than with those which have been able 
to obtain natural gas on advantageous 
terms and mix such gas with their 
manufactured product. Increasing 
rates alone may not cure an unsatis- 
factory economic condition. The spec- 
ter of diminishing returns resulting 
from higher rates so evident in the 
transit industry could appear in the 
gas industry as well. Besides, there is 
the ever-present threat of electric 
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competition for the high-rate cooking 
and water-heating load. 

It is not my understanding that 
economic pressure has been as great 
on the straight natural gas companies, 
which, generally speaking, have been 
able to get along without too much 
difficulty provided they were able to 
obtain adequate supplies of natural gas 
to meet their growing markets. 

It may be that there is a serious 
problem threatening the whole utility 
industry which so far has received lit- 
tle recognition from the gas com- 
panies. I refer to the active steps be- 
ing taken to bring about an invasion 
of the field of free enterprise by gov- 
ernmental agencies. It is true that the 
spearhead of this activity is at present 
directed towards the electric and other 
industries, but I cannot help viewing 
with regret the apparent lethargy 
among executives of natural and 
manufactured gas utilities who have 
apparently reached the conclusion 
that their particular type of utility 
operation can remain a green oasis in 
an ever-widening area of government 
nationalization. 

When viewed from a long-range 
viewpoint, it may well be that this 
problem is as important to the gas 
utilities as any technical and economic 
difficulties now existing. 


+ 
Statement by Claude A. Williams 


PRESIDENT, TRANSCONTINENTAL GAS 
PIPE LINE CORPORATION 


ow shall we assure our millions 

of users of an adequate supply 

of natural gas at a price they are will- 
ing to pay? 

This is the largest single question 
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to my mind confronting the gas in 
dustry. 

In stating this proposition, it is 
sumed that distributors of manufac 
tured and mixed gas will draw mo 
and more on natural gas in their se 
out, according to current trends. 

To maintain an adequate supply o 
natural gas at a price customers wil 
pay requires (1) finding more natura 
gas, and (2) added gas transmission 
capacity. 

Natural gas reserves are huge ani 
growing. At the beginning of 1950 we 
had in the United States more than 
180 trillion cubic feet of known r 
coverable natural gas reserves. Eve 
year since dependable figures hav 
been kept, these reserves have in 
creased despite steadily rising produc- 
tion. 


N= gas reserves are obtainable 
only by exploratory drilling. How 
is this search for gas inspired? By as- 
suring those who take the risks a fair 
price for gas at the wellhead. Any 
Federal or state policy, however well 
intentioned it may be, that discour- 
ages the search for gas will only op- 
erate to limit gas and make it cost 
the user more. 

Now there is a wide difference be- 
tween “known recoverable” natural 
gas reserves and available reserves. It 
is common knowledge that some of 
the largest owners of natural gas will 
not sell any. These owners are et- 
gaged in activities corollary to natural 
gas. They withhold their gas from 
market to avoid being held to be nat- 
ural gas companies under the Natural 
Gas Act of 1938, as the act currently 
is interpreted. Governmental policies 
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that discourage owners from selling 
gas restrict the future supply of gas 
and in the end make it higher to users. 


r’ possible in the future to have big 
reserves of natural gas available in 
the producing fields. Having this gas 
available in the homes of consumers 
1500 miles or more away is some- 
thing else. Gas can only be transported 


am by pipeline. 


If consumers are to have more gas 

there must be more pipe-line capacity. 
Federal and state authorities have it 
@ within their power to restrict future 
pipe-line capacity. They might permit 
more capacity but under such burdens 
as would preclude the increased ca- 
ym pacity being financed. 
Any Federal and state pattern of 
“8 policies, the effect of which is to choke 
off future increased pipe-line capacity, 
must result in less gas to consumers 
and at higher prices. 

The gas industry must get these 
Esimple facts over to its customers. 
With the help of their customers the 
industry must get these same facts 
over to Federal and state legislative 
and administrative bodies. 


¥ 


Statement by S. B. Irelan 


PRESIDENT, CITIES SERVICE GAS 
COMPANY 
T= most outstanding _ problem 
facing the natural gas industry 
during the next twelve months will be 
how to serve the ballooning peak-day 
requirements of low load factor space 
heating in territories presently having 
natural gas service. 
New gas reserves must be found 
and attached. New transportation fa- 
cilities must be designed, financed, 
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and constructed. But above all, old 
methods of meeting peaks by use of 
facilities at town border or consumer 
level must be reviewed, improved, and 
expanded, or new ones developed. 
Some of the possibilities are a more 
extensive use of storage in depleted 
gas fields, by liquefaction or by the 
recently developed absorption process. 
The use of reformed gas or of substi- 
tute or additive fuels at town border 
or consumer level offers a fertile field 
for investigation. 

This great upsurge in space-heating 
demand has arisen because the price 
of gas under regulatory restraint has 
been unable to keep pace with the price 
of other fuels. This regulatory re- 
straint, its theories, its formulas, and 
the methods and results of their appli- 
cation during a period of generally 
rising prices could well be the subject 
of study leading to appropriate legis- 
lative changes. We should be treating 
the cause instead of the symptoms. 

The public must be educated to ac- 
cept as fair and reasonable the atti- 
tude of the industry and of its solu- 
tions of the many phases of this space- 
heating problem. 

All of these related things, in my 
opinion, constitute the problem to 
which the industry as a whole must 
give its cooperative attention. 


* 


Statement by James B. Black 


PRESIDENT, PACIFIC GAS AND 
ELECTRIC COMPANY 

those of us in the business of 
selling natural gas, it seems clear 
that the maintenance of adequate sup- 
plies of gas is now and perhaps always 
will be the basic problem of the indus- 
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try. Solving that problem nowadays, 
however, leads inevitably to the end 
problem of the industry, that of main- 
taining adequate earnings. 

As gas consumption grows and 
utilization becomes more diversified, 
large amounts of new capital are re- 
quired to finance expansion. The 
utilities must be prepared to go to the 
money market under favorable condi- 
tions. The competition for investment 
dollars is keen, and the success with 
which new issues of utility securities 
attract investors depends upon the 
degree of earning stability the utility 
can demonstrate. 

The trend of fixed and operating 
costs is still upward. The cost of 
building is greater than it ever has 
been before. There is every reason to 
believe that taxes will increase again 
in the near future. The wholesale cost 
of natural gas, often transmitted long 
distances by pipeline, tends to rise as 
the demands upon producing fields 
grow steadily larger. These costs ob- 
viously must be reflected in the rate 
structures, and gas companies with 
long records of rate reductions re- 
luctantly find themselves forced to ask 


for rate increases. A rate increa 

case presents a public relations prob- 
lem for the company and the regula- 
tory commission alike. It is a problem 
that must be met squarely by both, 
however, because a utility must have 
adequate earnings if it is to serve its 
customers well, if it is to maintain its 
credit, and if it is to attract invest- 
ment capital for necessary expansion. 


W: believe the approach to this 
problem is to make the facts 
known to the general public—to tell 
our story. It is axiomatic that we are 
serving the public interest by invest- 
ing in the new facilities necessary to 
meet the growing domestic and in- 
dustrial demands, and that our higher 
fixed and operating costs must be 
reflected in rates. The alternative to 
higher rates would not be in the public 
interest, for it would mean curtailing 
industrial and other uses of gas and 
conversion to other more costly and 
less desirable types of fuel. Whenever 
the public knows and understands the 
facts which justify rate increases, we 
believe the earnings problem will be 
simplified. 





Starting Project Snowballs 

ae ee being dogmatic, it seems reasonable to insist 
that any proposal to use Federal funds to aid state 
operations should at least be supported by a spontaneous de- 
mand for the project within the states themselves. Instead, the 
usual discussion of these projects is characterized by an inten- 
sive and costly campaign on the part of the bureaucracy con- 
cerned or by some powerful outside agency like the National 
Education Association or the Corps of Army Engineers—often 
supported by no detectable grass-roots demand at all. Having 
started the ball rolling, the avenging bureaucrats can sit back 
and watch its progress, relying on state officials to throw up 
their hands and say, ‘It’s cockeyed, but tf they're throwing 

money around, we'd better get our share!” 
—Excerpt from The Saturday Evening 

Post. 
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New Tools for Gas Service 


Rapid introduction of natural gas into many areas and com- 

munities, which had not even considered such service until a 

short time ago, has inevitably brought sudden operating and 

regulatory problems involving factors of supply and demand. 

Here is an account of how one gas company did some practical 

pioneering on two fronts: (1) heating rates; (2) coping with 
alternative heating supplies. 


By KENNETH D. KNOBLOCK* 
PRESIDENT, WISCONSIN SOUTHERN GAS COMPANY 


[’ is probably true that no two gas 


utility companies are exactly alike 

with identical problems, but it is 
equally true that some problems are 
common to many gas operating utili- 
ties. The foregoing cliché is what 
prompts me to explain two develop- 
ments within my company’s organiza- 
tion. Both were the result of practical 
effort to cope with two rather difficult 
operating problems. It may well be 
that such experience may prove help- 
ful to other utilities confronted with 
similar problems. 


1. The Two-part Heating Rate 


Wisconsin Southern Gas Company 
converted to natural gas distribution 
early in 1946, after struggling along 
with indifferent success for many years 
as a manufactured gas property. With 
natural gas, we faced the future with 


*For additional personal note, see “Pages 
with the Editors.” 
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bright hopes and the feeling that our 
immediate and final success was as- 
sured. Our disillusionment was both 
prompt and complete. 

We felt that we were somewhat 
“unique” because we served a sum- 
mer resort area and because our peak 
load came in the summer. We had 
visions of high-load factor operation, 
which, coupled with a two-part “de- 
mand and commodity charge” type of 
wholesale natural gas rate, would re- 
sult, we felt sure, in a very low whole- 
sale cost of gas. We were also “differ- 
ent” because we were, at the time, the 
one and only natural gas utility in the 
state. Our larger company neighbors 
and our public service commission took 
an unusual interest in what we did— 
and how—and why—we did it. 


UR initial retail rates were based 
on a cheerful and optimistic fore- 
cast of our future. We adopted a con- 
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ventional “block” type retail rate sub- 
stantially as shown in the table below. 

We intended that gas for space 
heating would be sold to the customer 
at the rate of 7 cents per hundred cubic 
feet. 

In the beginning of our natural gas 
operation, coal and oil enjoyed less 
than the usual price advantage over 
our gas. We were, generally speaking, 
closely competitive with oil, and it did 
not take our customers long to sense 
a “bargain.” The general public re- 
sentment against the oil companies for 
their “rationing” of oil during the 
war, coupled with the efforts of a 
swarm of business-hungry heating 
dealers who were confronted with gas 
space-heating restrictions in both Chi- 
cago and Milwaukee, and who moved 
in on us, helped us build up a respect- 
able house-heating load in a very short 
time. 


URING the course of our load- 
building activities, the competi- 
tive position of gas changed, due to the 
increase in oil prices and the gradual 
rise of coal prices resulting from in- 
creased coal mining costs and higher 
railroad rates. It wasn’t long before 
gas, our premium fuel, became the 
cheapest fuel. 

Almost before we knew it, we had 
used up our natural gas allocation 
and we, too, had to impose restrictions 
on the sale of gas for house heating. 

While our gross revenues were in- 
creasing by leaps and bounds, we found 
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Service Charge: 60¢ net per meter per 
Commodity Charge: 


to our dismay that our expenses were 
following closely behind, and instead 
of a high-load factor, we had a “‘com- 
mon garden variety” low one that re- 
sulted in higher wholesale gas costs 
than we had anticipated. Our former 
“high” summer peak became our low 
period of the year because of the huge 
increase in our heating load. Not only 
did our purchased gas cost rise, but we 
were also compelled to increase the ca- 
pacity of our transmission and distri- 
bution systems, and, as a natural se- 
quence, we outgrew our original oper- 
ating organization. As a matter of fact, 
our service department had to be quad- 
rupled in size. We realized then and 
there that something had to be done. 

So we took a critical look at our- 
selves and, after a careful analysis of 
our operations, we came to these con- 
clusions : 

The space-heating load we had con- 
nected and were serving had: 

(a) Made it necessary for us to en- 
large our distribution system and 
greatly increase our capital investment. 

(b) Made it necessary for us to ex- 
pand our operating organization. 

(c) Increased our peak daily load, 
lowered our load factor, and increased 
the unit cost of gas purchased. 

(d) Actually reduced our net in- 
come. 


And to cap the climax, we had a 
long waiting list of impatient custom- 
ers clamoring for natural gas heat. 


was obvious to us that, under our 
existing retail rates, we could cap- 


month, plus 


800 cubic feet @ 27¢ per hundred cubic feet 
00 “ “ a 16¢ “ “ “ “ 


Excess 
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Usefulness of the Dual-fuel Burner 


— important part of our general operating program is the sale 

and use by our customers of the ‘dual-fuel’ gas and oil burner. 

We think it has a very significant place in the future of the gas business, 

especially the heating part of that business. The dual-fuel burner is one 

that is equipped with automatic controls actuated by a sealed-out-of- 

doors thermostat that switches the fuel from gas to oil on cold ‘peak- 
load days’ and back to gas on the milder days.” 





ture the entire heating market if we 
could get enough gas to serve that mar- 
ket. It was also quite plain to us that 
if we did capture the market, we would 
have to build an entirely new distribu- 
tion plant to serve such a load. All of 
which added up to an economic and a 
physical impossibility. 

Eliminating the other more or less 
technical aspects of the situation, here 
is our solution of the problem. We 
decided to: 


(1) Increase the heating rate so as 
to economically limit the market to 
one that we were financially and physi- 
cally able to serve. 

(2) Adopt a form of heating rate 
that would, in effect, require the heat- 
ing customer to pay a demand charge. 
Our reasoning was that the collective 
demands of our space-heating cus- 
tomers caused the demand that was 
the basis of the demand charge we had 
to pay the pipe-line company, so, they 
in turn should pay that demand charge. 

(3) Offer a real incentive to heat- 
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ing customers who would stay off the 
peak-load periods. These would be sea- 
sonal heating customers, or fall-spring 
users, and users of the dual-fuel type 
of gas-oil burners. 


A DETAILED analysis of our revenues 
and expenses, by classes of cus- 
tomers, showed clearly that the heating 
customers were the cause of our higher 
operating costs and that they were be- 
ing “carried” by our residential users 
—the good old range and water-heater 
users. 

This faithful and uncomplaining 
group—the real backbone of our busi- 
ness, was being overcharged! With the 
renewed sales activity of electric com- 
panies whose generating capacities are 
now catching up to their demands, we 
were in a dangerous and unsound posi- 
tion. Our best market was vulnerable 
to our vigorous and alert competitors 
—the electric companies. 

So we did the obvious : We reduced 
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our rates to nonspace-heating custom- 
ers and increased our heating rates 
enough to accomplish our purpose of 
obtaining sufficient revenues, limiting 
our market, and encouraging the use 
of off-peak (no demand charge) type 
of load. 

Our new heating rate is as shown 
in the table below. 

After a formal rate hearing, our 
commission approved the new rate 
schedules which, we confess, are 
frankly experimental. We have not 
yet had enough experience to know 
whether or not we have developed the 
proper type of two-part rate. We also 
confess that we made a few mistakes. 

We do know that we failed to fully 
explain and “sell” our heating cus- 
tomers on the idea that we were reduc- 
ing the commodity charge at the same 
time we were imposing the demand 
charge, and that, on an over-all basis, 
our heating charges were not being in- 
creased excessively. Our first gas bills 
clearly set out the demand charge as 
a separate item which resulted in our 
being visited by a host of puzzled and, 
in a few cases, indignant customers 
who came into our stores for an ex- 
planation. When we explained the 
situation, and our customers under- 


e 


stood, most of them were reasonably 
well satisfied. 

We anticipated some trouble during 
the summer when gas bills were higher 
than they were for the same months 
of the previous summer. But the num- 
ber of bill complaints during the past 
summer were less than normal. A 
change in our method of billing where- 
by our “demand charge” is not set 
out separately has helped and we 
have made it our practice to tell new 
house-heating customers just exactly 
what they can expect to pay as de- 
mand charges in the summer months. 
Such candor and frankness have failed 
to scare away prospective heating cus- 
tomers, nor has it hurt our customer 
relations, but it has stimulated interest 
in our dual-fuel equipment. Such a 
policy obviously should reduce high 
bill complaints in the future. We may 
yet have to spread the demand charge 
over eight or nine heating months, 
rather than over twelve months. But— 
come what may—we think the two- 
part heating rate in some form or other 
has solved our problem. 


The Dual-fuel Burner 


Oe important part of our general 
operating program is the sale and 


Service Charge: 60¢ net per meter per month, plus 


Se Charge: 


M-stu 
“ 





Excess 
Commodity Charge: 
First 
Next 1,700 n 


Excess i: asl 


3% 





of set burner input $1.40 net per meter per month 
“ “ “ 2 10 o “ “ “ ‘ 


“ “ 2.20 ts “ “ “ “ 


“ “ 0 “ “ “ “ “ 


zm “@ ‘50 net per 25M stu per month 


800 cubic feet @ is per hundred cubic feet 


“ “ “ 


*Demand charge does not apply to seasonal heat customers, or those using dual-fuel space- 
heating equipment with automatic control equipment limiting gas use to periods when outdoor 
temperatures are 25° or higher, or some temperature limit approved by the commission. 
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use by our customers of the “dual- 
fuel” gas and oil burner. We think it 
has a very significant place in the fu- 
ture of the gas business, especially the 
heating part of that business. 

The dual-fuel burner is one that is 
equipped with automatic controls ac- 
tuated by a sealed-out-of-doors ther- 
mostat that switches the fuel from gas 
to oil on the cold “peak-load days” and 
back to gas on the milder days. Be- 
cause the peak-day demand of this 
type of burner is very low, we can take 
on and serve many more of them than 
we could of the straight gas users. In 
fact, we think we can economically 
serve 60 per cent of our entire heating 
market if half of that number are dual- 
fuel burner users. 

With it we have several excellent 
sales arguments, including the avail- 
ability of a stand-by fuel in case of 
pipe-line failure, no restrictions on its 
immediate use, and its very low oper- 
ating cost. In fact, under our rates, no 
other fuel or combination of fuels can 
even approach its low operating cost. 

It permits us to offer a customer 
something in place of a flat and un- 
inspiring, “Sorry, no gas available.” 
When we tell a prospective customer 
that he can have that type of gas heat- 
ing ; then discuss its low operating cost 
advantages over straight year-round 
gas, he is usually interested. He also 
knows he is in line for year-round gas 
when it becomes available (if he wants 


it). 


‘T= dual-fuel burner opens the 
door to a huge potential market ; 
namely, those customers who are now 
using oil burners and who already 
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have fuel oil tanks, oil pipelines, 
pumps, etc. We can tell this class of 
customer, “Keep your oil equipment 
in place. Just let us add a gas burner 
and controls and we’ll show you some 
real saving!” 

Every oil burner user is a poten- 
tial dual-fuel gas customer, and this 
market is an important segment of the 
entire heating market. 


oo gas men say “It’s too danger- 
ous. If the customers get mad at 
us, or if oil prices drop way down, the 
dual-fuel users can switch to straight 
oil operation and where will we be?” 

Our answer to our brother gas men 
is, “Make your rate low enough so that 
they can’t afford to use oil exclusively. 
Here the two-part heating rate, with 
the demand part drastically reduced or 
eliminated for the dual-fuel user, is an 
ideal rate, and you can afford to offer 
it!” 

The rest of the answer is: Con- 
sumers know from experience that oil 
prices fluctuate widely. We know that 
persons who have once used gas for 
house heating rarely, if ever, willingly 
go back to oil house heating. 

In our opinion, the dual-fuel burner 
permits the gas company to take what- 
ever part of the house-heating market 
it wants and has the gas supply and 
the distribution system to serve. The 
key to the dual-fuel market is the rate 
structure and the inducement offered 
to the heating customer therein. Our 
“key” was the two-part heating rate. 
In fact, the two-part heating rate and 
the dual-fuel burner are two new and 
important tools in our conduct of our 
own little segment of the gas business. 
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Underground Gas Storage As a 
Service Factor 


The natural gas industry is looking around for bigger 

and better “holes in the ground” and other facilities 

for storing gas near the points of distribution so as 

to give better service to more people during winter 
peaks. 


By LARSTON D. FARRAR* 


, \HE increased use of natural gas 
and “mixed” natural and manu- 
factured gas by millions of con- 

sumers who never before have had 

this wonder fuel is one of the phe- 

nomena of the post World War II 

years. 

In fact, the construction of new gas 
pipelines and the servicing of addi- 
tional homes and industries with nat- 
ural gas has been nothing short of ter- 
rific in recent years. Few Americans 
have kept up with the swift develop- 
ments in this field of endeavor, al- 
though millions of them, in their 
households, have enjoyed the blessings 
of natural gas service for the first 
time. 

The New York Times recently com- 


*Professional writer of business articles, 
Washington, D. C. 
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mented editorially on the huge sums 
that had to be expended and the intri- 
cate engineering problems that had to 
be solved to get natural gas into New 
York city, where consumers in 1949 
for the first time were able to use nat- 
ural gas piped from Texas. 

“Much more is involved in bringing 
natural gas to the East than digging 
a trench for big pipes,” the Times 
pointed out. “Every 50 miles a pump- 
ing station has to be erected to push the 
gas under rivers, over plains, and over 
mountains. Then there are the pilots 
overhead who keep an eye on the lines 
all the way from Texas to New York 
and who spot trouble quicker than a 
line walker can on foot; the huge 
‘scrubbers’ that launder the gas, so that 
it arrives at the burner clean; the dis- 
patchers who must meet the increased 
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UNDERGROUND GAS STORAGE AS A SERVICE FACTOR 


demand of hundreds of communities 
when the temperature drops, or there 
is a burst of local industrial activity. 
The truth is that the transmission of 
natural gas from Texas to the eastern 
seaboard is so great an engineering 
feat that there should have been more 
bunting on display, more band music, 
more flag waving.” 


HE Times editorialist does not get 
around to a comment on one vital 
management problem facing natural 
gas transmission and distribution com- 
panies in recent years. That problem is 
underground storage of natural gas. 
Some idea of the challenges faced 
by natural gas engineers and manage- 
ment can be seen in the fact that cus- 
tomers using house-heating service in 
a typical northern community require 
nine times as much gas for all purposes 
in a normal January than they require 
in August. When the temperature 
drops to zero, the demand rises to 15 
times as much gas as on a summer day. 
Three years ago, PuBLic UTILITIES 
FORTNIGHTLY carried an extensive 
article on the underground storage of 
gas.' The article was both a résumé 
of developments that had taken place 
and a prophecy of things to come. If 
anything, that forecast was exceed- 
ingly conservative in predicting that 
there would be increased use of old, 
depleted natural gas fields for storage 
cf “new” natural gas piped in from 
the South and the Southwest. It is per- 
haps safe to say that no one, at that 
time, realized just how very vital the 
problem of gas storage would become 
in management circles due to the con- 


1“Mother Earth’s Storage Tanks.” By E. 
G. Dahlgren and Larston D. Farrar. Volume 
XL, No. 6, September 11, 1947. 
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tinued rising demand for natural gas. 

Information on all the underground 
gas storage fields in the nation at that 
time, gathered and released by the In- 
terstate Oil Compact Commission, 
was to the effect that the nation’s un- 
derground storage areas then con- 
tained more than 120 billion cubic feet 
of natural gas at their maximum peak 
in 1947. The maximum practical ca- 
pacity of such underground storage 
fields was estimated at that time at 
250 billion cubic feet. 


Ess than three years later, N. C. 
McGowen, president of the United 
Gas Corporation, speaking at a natural 
gas meeting, declared that “gas is now 
stored in pools in 13 states in such 
volume that it must be taken into ac- 
count when we add up our reserves. 
. . . On December 31, 1949, ‘stored’ 
natural gas amounted to 288 billion 
cubic feet. This was an increase of 88 
billion cubic feet over the previous 
year.” 

As of today, there likely are more 
than 300 billion cubic feet of gas in 
storage in the U. S., for the amount 
has been increasing month by month 
for years, as is indicated by Mr. Mc- 
Gowen’s statement. 

In other words, in a little more than 
two years, stored natural gas had ex- 
ceeded by a substantial volume the 
amount it was believed possible to 
store in the summer of 1947. The rea- 
sons are apparent to anyone who has 
observed natural gas engineers and 
management at work: First, natural 
gas management has searched out old 
depleted fields that had been forgotten 
long since and has put them to work 
in storing new gas; second, new pres- 
sure techniques have been developed 
OCT. 12, 1950 
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by means of which more gas can be 
kept in existing fields than previously 
had beeri considered possible; third, 
many companies have constructed 
liquefied gas plants so that they might 
have the use of these “tank farms” at 
various strategic locations for use in 
case of extreme demand. 

The search for old gas fields to be 
used for storage places for newly 
piped-in gas goes on apace. It has not 
let up in years and is not likely to let 
up any time soon, as natural gas is be- 
ing planned for more and more areas 
which never before have had the op- 
portunity to enjoy such service. 


— Texas Eastern Transmission 
Corporation’s 1949 annual report, 
for instance, points to the importance 
of finding such storage places in the 
New England area. The report states : 


In connection with its proposal to 
serve New England, and in connection 
with its present operations, the com- 
pany is investigating the possibilities 
of storing natural gas in underground 
reservoirs (occurring by reason of the 
depletion of old gas fields) in areas 
near the eastern end of its system. The 
company has not progressed sufficient- 
ly far in its investigation to determine 
as yet whether or not it will under- 
take such a project. 


Economic Fact No. 1 confronting 
the management of the long, overland 
natural gas pipelines has been that the 


= 


lines must be operated at peak capacity 
to pay off, from an investment stand- 
point. Since use is “off” by consumers 
in summer months, such peak trans- 
mission could not be carried out unless 
adequate storage facilities were avail- 
able in one way or another. The prob- 
lem for distributing companies which 
buy gas at the “city gate” is to build 
up some kind of a reserve supply 
against the peak demand. In bitterly 
cold weather, the consumers have the 
greatest need for a home-heating fuel. 
Being caught short at a crucial time 
damages public relations, and if it hap- 
pened often enough, patronage deser- 
tion would result. All in all, solving 
the problem of adequate storage of 
huge amounts of natural gas in areas 
rather close to the consumers was and 
still is the biggest single problem fac- 
ing natural gas management. 

Engineers long ago proved, by use, 
the extreme economy of storing nat- 
ural gas in old, depleted fields. Back 
in 1915, in Welland county, Canada, 
the first successful underground stor- 
age of natural gas was accomplished. 
A year later, the second such experi- 
ment was undertaken and operated 
successfully at the Zoar field, near 
Buffalo, New York. 


NDERGROUND storage operations 
involve the injection of natural 
gas under high pressure to depleted, 


manufactured gas by millions of consumers who never be- 


qi “THE increased use of natural gas and ‘mixed’ natural and 


fore have had this wonder fuel is one of the phenomena of 
the post World War II years. In fact, the construction of 
new gas pipelines and the servicing of additional homes and 
industries with natural gas has been nothing short of terrific 
in recent years.” 
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or partially depleted, gas and oil fields 
with a resultant build-up in pressure. 
The process can be compared to the 
pumping of air, gas, or any other gase- 
ous substance that can be stored, into 
any container, and closing the central 
opening for future use. 

The storage fields usually are re- 
plenished during off-peak periods by 
using surplus gas from pipelines, by 
taking gas continuously from so-called 
stripper gas wells that must be produc- 
ing all the time to justify economic op- 
eration, and the withdrawal of gas 
from highly competitive areas. The 
need for storage areas located near the 
large distributing centers is obvious. 


b Sree are two types of storage 
fields. Small pools containing no 
more than two or three billion cubic 
feet of gas at 500 pounds restored pres- 
sure are adaptable for peak-load condi- 
tions, as it is possible to obtain high de- 
liverability in a short time from this 
type of pool with a minimum of gas 
tied up in permanent “cushion.” Large, 
or medium-sized, pools are useful for 
balancing out a system, or increasing 
the load factor on a long-distance 
pipeline. This type of pool can handle 
regular daily injections during the 
summer months and steady daily with- 
drawals during the winter months. 

A comparison of the annual reports 
of the Columbia Gas System, Inc., and 
subsidiary companies, for 1946 and 
1949, reveals how much emphasis has 
been placed on underground storage 
by natural gas companies. 

The 1946 report pointed out that 
the company was using 16 storage 
fields, which contained on December 
31st, of that year, some 38.6 billion 
cubic feet of gas. This was about 10 
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billion more than was in storage only 
two years before. In 1946, according 
to the report, about 12 billion cubic 
feet were withdrawn from storage, 
with about 15 billion put into storage. 


HE 1949 annual report, noting 
that the system continued to “ex- 
pand ... the underground storage ca- 
pacity,” added these pertinent facts: 


The demand for gas has grown 
steadily and enormously since the war’s 
end far beyond reasonable expectations 
based on past experience. We can now 
meet it. Sales of gas in 1949 reached 
an all-time high. 

To handle (our) tremendous load 
factor, the system had to make three 
major efforts: 

First, we had to get more gas—in 
quantities available only from the 
Southwest—to supplement the sys- 
tem’s supplies in the Appalachian area. 

Second, we needed more under- 
ground storage capacity—so the sys- 
tem could take southwest gas at uni- 
form daily rates the year ‘round and 
thus obtain it at a lower average cost ; 
and have enough gas near the cus- 
tomers when they need it most—in 
winter. 

Third, we had to increase the ca- 
pacity of our transmission and distri- 
bution facilities to handle the greatly 
increased volumes of gas. 


In order to meet the challenge posed 
by its customers, Columbia made, 
among other contracts, a “seller’s op- 
tion” contract which called for a guar- 
anteed delivery of 20 billion cubic feet 
per year (equivalent to an average of 
50,000,000 cubic feet per day), to be 
delivered at various times during the 
year when the supplier’s lines were not 
tied up with other demands. 

“The fact that we have large under- 
ground gas storage facilities makes a 
contract of this type possible,” the 
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Demand for Gas by House-heating Customers 


a ys idea of the challenges faced by natural gas engineers and 

management can be seen in the fact that customers using house- 

heating service in a typical northern community require NINE TIMES 

AS MUCH gas for all purposes in a normal January than they require in 

August. When the temperature drops to zero, the demand rises to 15 
TIMES AS MUCH gas as on a summer day.” 





management noted in Columbia’s re- 
port. The underground storage capac- 
ity of Columbia has increased year by 
year. The result was a stored supply 
that totaled more than 101 billion 
cubic feet on November 1, 1949— 
about one-third of all the stored nat- 
ural gas in America. Some $13,500,- 
000 was spent to develop this new stor- 
age capacity—and $12,571,000 to fill 
it with gas. 


ag addition, Columbia developed a 
stand-by supply above ground for 
gas storage. At a cost of $5,700,000, 
the corporation built 12 liquefied petro- 
leum gas plants. These “tank farms” 
are located strategically, intended for 
use only in times of extreme demand, 
and they eliminate the need for more 
costly facilities that would be re- 
quired to meet extremely high peaks. 
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The importance which modern nat- 
ural gas management and public regu- 
latory authorities attach to gas storage 
is revealed in the annual reports of the 
various regulatory authorities or those 
of the various natural gas distribution 
companies. 

The 1949 annual report of the New 


York Public Service Commission had 
this to say on the subject: 


In order to meet peak winter needs, 
natural gas companies accumulate gas 
in storage fields during the summer 
periods for withdrawals the following 
winter. These fields are necessary be- 
cause it is economically impractical to 
construct long-distance transmission 
lines with sufficient capacity to handle 
maximum winter requirements if the 
lines remain relatively idle during the 
remainder of the year. 

From 1947 to 1948, Home Gas Com- 
pany, Iroquois Gas Corporation, and 
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Republic Light, Heat & Power Com- 
pany, whose storage fields are located 
in New York state, increased their 
stored gas by 2.3 billion cubic feet. 
From 1948 to 1949, these companies 
added to their reserves 3,480,000,000 
cubic feet, a substantial gain. Allegany 
Gas—North Penn System and Penn- 
sylvania Gas Company, whose storage 
fields are located in Pennsylvania, in- 
creased their volume in storage by 1,- 
007,000,000 cubic feet from 1947 to 
1948, and from 1948 to 1949 the in- 
crease added 2,568,000,000 cubic feet. 
Similar gains were made in the gas 
stored during 1949 by United Natural 
Gas Company, which supplies natural 
gas to Iroquois Gas Corporation, by 
the New York State Natural Gas Cor- 
poration, which sells natural gas 
wholesale to many New York state gas 
companies, and by the Columbia Gas 
System, which supplies natural gas to 
the Home Gas Company. 


HE over-all supply and storage 

situation was summarized in the 
New York Public Service Commis- 
sion’s opinion of October 5, 1949, in 
the following language: 


The natural gas supply situation of 
the Consolidated and the Columbia 
systems has been materially improved. 
They have been authorized to receive 
hundreds of millions of additional 
cubic feet of gas daily from the Texas 
Eastern Transmission Corporation 
and the Tennessee Gas Transmission 
Corporation, the principal transcon- 
tinental pipe-line companies bringing 
gas from the Texas area to the Penn- 
sylvania-New York state area. These 
two systems have increased the vol- 
umes of gas in their various storage 
fields by 40 per cent to 60 per cent. 
Considerably greater volumes of gas 
were available for storage purposes, 
but could not be stored because of the 
physical limitations of the existing 
storage facilities. The surplus of gas 
available during the past spring and 
summer was accentuated by the mild 


$11 


weather during the past winter which 
produced disproportionately decreased 
sales and also because of marked de- 
creases in the industrial use of gas. 
The two principal transcontinental 
pipe-line companies of the Texas East- 
ern and Tennessee Gas companies and 
the two principal local pipe-line sys- 
tems, the Consolidated and Columbia 
systems, have spent and are continuing 
to spend millions of dollars to increase 
the daily capacity of their lines. 


Texas Gas Transmission Corpora- 
tion receives its gas supplies—other 
than for its new 26-inch line—from 
gas fields in northern Louisiana under 
contracts with independent producers, 
from other interstate pipe-line compa- 
nies, and in small amounts from gas 
fields in Illinois and Kentucky. Total 
purchases from these sources in 1949 
were 52.2 billion cubic feet as com- 
pared with 20.2 billion cubic feet in 
1948. 


bien: Gas has an underground 
storage field near Oaktown, In- 
diana, which has been in operation 
since 1945. The field has a maximum 
daily deliverability of about 6,000,000 
cubic feet. This company also is de- 
veloping an additional underground 
storage field in Indiana, which is ex- 
pected to be in operation by 1951. It 
was originally estimated that this field 
would provide daily deliverability of 
approximately 20,000,000 cubic feet, 
but work done on the field during 
1949 indicates that considerably more 
than that amount will be available. 
Negotiations are also being conducted 
for three other storage fields. 

Pacific Lighting Corporation’s sup- 
plement to its 1949 annual report 
pointed out that underground storage 
operations continued to be a major 
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source of supply during periods of 
heavy demand, as well as in times of 
emergency. The company’s storage 
field at Goleta, California, is now ca- 
pable of delivering over 275,000,000 
cubic feet of gas in one day, and, if 
necessary, of sustaining this delivery 
for more than thirty days before the 
pressure reaches the point where the 
subsequent storage capacity may be 
impaired by the encroachment of 
water. 

In addition to underground storage 
at Goleta and Playa del Rey, arrange- 
ments were made during the year to 
use a reservoir in the Buena Vista Hills 
field, near Taft, California. This field 
is estimated to have a capacity to re- 
ceive gas of about three billion cubic 
feet, and a daily withdrawal rate of 
about 20,000,000 cubic feet. 

A total of over 14 billion cubic feet 
was injected into underground storage 
reservoirs during the year, and ap- 
proximately 11 billion cubic feet were 
withdrawn. It is expected that the 
withdrawals which are continuing will 
be replaced before the start of the 1950 
fall-winter heating season. 


eB, annual report (1949) of the 
Equitable Gas Company, Pitts- 
burgh, Pennsylvania, goes into great 
detail on storage operations. 


= 


At the start of the 1949-1950 win- 
ter season, over 16 billion cubic feet of 
gas was in storage, representing a 
maximum 24-hour delivery capacity of 
258,400,000 cubic feet. It is estimated 
that these present storage pools have 
a total capacity of 32 billion cubic feet 
when higher pressures are attained 
Too much emphasis cannot be placed 
upon the importance of the gas storage 
expansion in respect to the part it has 
played and will continue to play in the 
growth of your company and in the 
stability of such growth. The existence 
of these large underground storage 
pools located strategically with respect 
to the market has enabled the company 
to place into storage quantities of gas 
sufficient to maintain its production 
and gas purchase volumes at almost 
the same rate in summer as in winter 
—thus, all facilities are used more effi- 
ciently and the gas from the pipe-line 
companies is purchased at a lower rate 
than would be possible otherwise. 
Moreover, the availability of substan- 
tial storage reservoirs has made it 
possible for the company to add large 
volumes of seasonal gas house-heating 
business—probably the most perma- 
nent type of new load—while keep- 
ing commitments for additional gas 
purchases at a minimum. 

During 1949, the Equitable Gas 


express the hope that the day soon will come when prac- 


q “CONSERVATIONISTS in the field of oil and natural gas all 


tically all natural gas will be utilized or stored. State agen- 
cies, such as the Texas Railroad Commission, Oklahoma 
Corporation Commission, the Louisiana Department of 
Conservation, and others, constantly are exerting every 
possible effort to find means of eliminating gas wastage so 
that the nation may enjoy the benefits of natural gas without 


fear of shortages during cold weather . . 
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system expended nearly $6,000,000 
for capital improvements. Approxi- 
mately $830,000 was used for the fur- 
ther development of underground 
storage. It is estimated that the Equi- 
table Gas system construction require- 
ments for the year 1950 will approxi- 
mate $6,200,000. And added expendi- 
tures in 1950 are contemplated for a 
new compressing station to increase 
the delivery capacity of the pipelines 
feeding the Pittsburgh area, and to 
facilitate the storage of additional 
amounts of gas in the new Pratt stor- 
age pool. 


Cea PowER ComMPANy of 
Michigan, 1949 annual report, 
explained its storage operations in 
these words: 


The gas department and the com- 
pany’s subsidiary, Michigan Gas Stor- 
age Company, also pushed forward 


projects to increase the supply of nat- 
ural gas available to customers. For 
new stockholders, it should be ex- 
plained that most of the natural gas 
distributed by Consumers is brought 
to Michigan by the Panhandle Eastern 
Pipe Line Company from Kansas, 
Oklahoma, and Texas. This gas is de- 
livered to the Michigan Gas Storage 
Company, which in the summertime 
transmits a large portion of it to stor- 
age fields in the north-central part of 
the lower peninsula. In cold weather, 
when the use of gas by Consumers’ 
customers is greatest, stored gas is re- 
leased from the fields, transmitted to 
various city gates, and delivered to the 
company for distribution. Consumers 
operates its gas business in 28 coun- 
ties. 


HE 1949 annual report of Con- 
solidated Natural Gas Company, 
New York, observed that the under- 
ground storage of gas in former pro- 
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ducing gas fields in the Appalachian 
area grows in importance as the sea- 
sonal demand created by house-heating 
customers continues to increase. The 
gas obtained from Texas and mid- 
continent fields is purchased uniform- 
ly throughout the year in order to ob- 
tain the most advantageous price. 
During the summer months, a portion 
of the gas purchased is stored in 22 
underground storage pools in the sys- 
tem’s service area for use when needed 
during the winter heating season. The 
report stated : 

The system companies are engaged 
in a large-scale program of developing 
and improving underground storage 
pools. In the past five years, the num- 
ber of acres of former producing gas 
lands devoted to the storage operation 
has increased from 67,000 to 109,000. 
The number of wells through which 
gas is pumped into and withdrawn 
from the storage pools has increased 
from 431 to 846, and the compressor 
station horsepower devoted to this 
purpose has more than doubled. The 
larger volumes of gas carried in storage 
inventory and improvements in facili- 
ties have enabled the system to more 
than double the maximum rate at 
which stored gas can be withdrawn and 
delivered to markets. The program of 
increasing capacity and deliverability 
of storage facilities, and the building 
up of larger inventories of stored gas, 
will be continued as part of the sys- 
tem’s effort to insure reliable gas serv- 
ice to its customers. 


HE 1949 annual meeting report, 
made by the president of the Co- 
lumbia Gas System, Inc., to his stock- 
holders, is both revealing as to the use 
of underground storage by this huge 
company, and also summarizes an ex- 
cellent series of facts about gas as a 
fuel for Americans. 
A gas system such as Columbia’s is 
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very complex. About 32,000 miles of 
pipeline are used to transport and dis- 
tribute gas over an area of about 200,- 
000 square miles. Gas flows into this 
pipe-line system from thousands of 
wells in the Appalachian area, from 
underground storage fields, from 
southwest pipelines, and from lique- 
fied petroleum gas plants. 


ote demands for gas fluctuate 
widely because of variations in 
weather conditions over this sizable 
area. One day demands may be heavy 
in northern Ohio. The next day they 
may be much less there but then they 
may be heavy around Pittsburgh, 
Pennsylvania, or Charleston, West 
Virginia, or Binghampton, New York. 
At times all sections of the system’s 
service area may have heavy demands 
simultaneously. 
The report states: 


During the past few months we have 
had ample opportunity to observe our 
new property in actual operation. It 
functioned very satisfactorily. We had 
an adequate supply of natural gas. Our 
underground storage provided us with 
the deliverability needed during pe- 
riods of cold weather when the demand 
for gas was high. Our transmission 
system had sufficient capacity, except 
in a few minor locations, to carry the 
required quantities of gas to markets 
and the flexibility needed to meet our 
customers’ fluctuating requirements. 
... On February 20th, we took 580,- 
000,000 cubic feet of gas from storage. 
However, on January 25th, we had 
more gas available from’ Appalachian 
and southwest sources than we re- 
quired, and, even after our own pro- 
duction had been cut back, 240,000,000 
cubic feet of excess gas was available 
and was placed in storage. On the other 
hand, several times during this winter 
we made use of our propane plants to 
meet extreme peaks . . . 
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7s volume of natural gas may be 
comprehended by comparing its 
heat content with the heat content of 
other types of fuel. Allowing for the 
relative efficiency of the various fuels, 
the heat value of the gas which Co- 
lumbia sent out on March 2nd was 
equal to 1,900 railway coal cars (95,- 
000 tons) of bituminous coal, or 1,560 
tank cars (15,600,000 gallons) of 
heating oil. Also on a basis of its heat 
content, it would have been sufficient 
to serve, for about six days, the com- 
bined average 1949 daily gas require- 
ments of the cities of New York, Chi- 
cago, and Philadelphia. It would have 
provided sufficient heat to cook all the 
meals for one day for about two-thirds 
of the people in the United States. 

While natural gas is lighter than air, 
it does have weight and the gas Co- 
lumbia sent out on March 2nd weighed 
about 45,000 tons. To move this gas 
through its system to the various 
points of market, Columbia used com- 
pressing units with a total of 23,000 
horsepower. 


The Columbia report gave some in- 
teresting examples of what natural gas 
does for a mythical family of five peo- 
ple occupying a 6-room house: 


Their gas range used 30 cubic feet 
of gas at a fuel cost of three-fourths 
cent. Their gas refrigerator also used 
about 30 cubic feet of gas during the 
24-hour period with a fuel cost of 14 
cents. The hot water required for dish 
washing, laundry, bathing, and other 
purposes was supplied by an automatic 
gas water heater which during the 24- 
hour period used 60 cubic feet of gas 
costing 34 cents. Their automatic gas 
furnace maintained comfortable room 
temperature and consumed 1,000 cubic 
feet of gas costing 58 cents. The entire 
cost of the natural gas consumed in this 
home for a winter’s day was 65 cents. 
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For a summer’s day, when no heating 
was required, the cost would be 7 cents. 

With costs such as these, coupled 
with its cleanliness and convenience, 
you can understand why there is such 
a demand for natural gas. 


HE annual report, 1949, of the 

American Natural Gas Company, 
attributed its increase in earnings 
“principally . . . to the use of storage 
fields in Michigan to store gas in the 
summer period to meet winter peaks.” 
The report noted that such storage ma- 
terially reduced the necessity for 
manufacturing very expensive high 
BTU gas at Detroit to supplement the 
supply of natural gas during peak de- 
mand periods. 

No résumé of underground storage 
would be complete without mention of 
the helium gas storage maintained at 
the Cliffside field, near Amarillo, 
Texas, by the U. S. Bureau of Mines. 

The bureau here stores excess he- 
lium gas from its Exell helium plant 
north of Amarillo. The Exell plant re- 
ceives its helium-bearing natural gas 
from the Channing area of the Pan- 
handle fields. Approximately 50,000,- 
000 cubic feet of helium has been saved 
from Channing gas and injected into 
the Cliffside field. More than 18 billion 
cubic feet of natural gas have been 
produced from the Cliffside field since 
its discovery in 1923, and billions since 
January, 1945, when it was used first 
for storage. 

The relatively pure helium that is 
injected into the field is contaminated 
to some extent with natural gas con- 
taining less than 2 per cent helium, 
which must be repurified before use. 
The primary purpose of the storage is 
conservation of the helium. 


| Sipe pt rang in the field of oil 
and natural gas all express the 
hope that the day soon will come when 
practically all natural gas will be uti- 
lized or stored. State agencies, such as 
the Texas Railroad Commission, Okla- 
homa Corporation Commission, the 
Louisiana Department of Conserva- 
tion, and others, constantly are exert- 
ing every possible effort to find means 
of eliminating gas wastage so that the 
nation may enjoy the benefits of nat- 
ural gas without fear of shortages dur- 
ing cold weather anywhere at any 
time. 

The Interstate Oil Compact Com- 
mission has been interested in the bene- 
fits of underground gas storage for 
many years. In 1942, the commission’s 
research and codrdinating committee, 
in a survey of production, conserva- 
tion, and utilization of natural gas, 
recommended the greater use of de- 
pleted or near-depleted oil and gas 
reservoirs for natural gas storage and 
conservation. 

As a matter of fact, the commission 
constantly has urged companies to 
utilize underground storage to absorb 
excess gas supplies and to maintain 
the operation of small stripper gas 
wells which doubtless would be aban- 
doned if they had to be shut in during 
the summer months. 

While the use of Mother Earth’s 
lungs for natural gas storage seems to 
have been confined thus far to North 
America, the occurrence of natural gas 
is widespread, so it seems certain, 
eventually, that such storage will be 
used all over the world. Geographical- 
ly, natural gas is produced in North 
America, South America, Europe, 
Asia, and Africa. 
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Higher Taxes and the Utilities 


The personal views of an experienced expert in prac- 

tical utility economics on the effect of certain pro- 

posed higher taxes on the public utility industry 

where special attention is given to the likely revival 
of a Federal excess profits tax. 


By CHARLES WIGAND* 


industry in that Federal, state, 

and/or municipal agencies fix 
the price which the industry may 
charge for its services. Effective reg- 
ulation precludes a regulated industry 
from having excessive profits. It also 
eliminates the possibility of any war 
profiteering such as President Truman 
has condemned in recent messages to 
Congress. 

It is generally accepted that the 
utilities constitute a rapidly expanding 
industry, not merely as a matter of 
choice, but also as a matter of com- 
pulsion. To provide service to the 
constantly growing number of custom- 
ers in ever increasing volume, large 
amounts of new capital are required 
to construct new facilities. 

Under previous excess profits tax 
laws, utilities have paid substantial 


, i \HE utility industry is a regulated 


*For personal note, see “Pages with the 
Editors.” 
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so-called excess profits taxes, not be- 
cause they had excessive profits, but 
because of the basis of calculation 
prescribed by law. 


5 kw law provided two methods of 
determining the excess profits 
credit and the earnings in excess there- 
of were subjected to excess profits tax; 
namely, the invested capital and the 
average earnings methods. The in- 
vested capital method was not used 
extensively by utilities because the 
average earnings method generally 
was somewhat less harsh. Under the 
invested capital method the money or 
property paid in for stock and the 
accumulated earnings and profits had 
to be calculated on an income tax cost 
basis, which, only in the most unusual 
circumstances, represented the real 
cost to the taxpayer, owing to the fact 
that utility systems were usually de- 
veloped through merger and other 
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tax-free transactions in which the cost 
to the predecessor carried through in 
determining the invested capital for 
tax purposes. Furthermore, only 50 
per cent of borrowed capital was in- 
cluded and, as you appreciate, all 
utilities have a high proportion of 
debt. 


sD fap the average earnings method 
the excess profits credit consist- 
ed of 95 per cent of the average base 
period excess profits net income with 
a growth factor, plus 8 per cent of net 
capital additions, and minus 6 per cent 
of net capital reductions. The base 
period, 1936 to 1939, included years 
when industry was recovering from 
the worst depression we ever had, and 
base period earnings did not represent 
a fair measure of credit for applica- 
tion to the excess profits tax years. No 
matter what group of years is used as 
a base period it would not be repre- 
sentative of reasonable earnings for 
any subsequent year because of the 
lag between the time expenditures 
were made for plant additions and 
when the facilities started earning. 

Under either the invested capital or 
the average earnings method the ex- 
cess profits tax law previously in ef- 
fect failed to allow a deduction for 
normal tax and surtax in arriving at 
the amount subject to excess profits 
tax. 

While taxes are an element of cost 
and as such should be passed on to the 
consumer, regulatory commissions are 
reluctant, to say the least, to grant an 
additional $7 of increased revenue to 
produce $1 of earnings. This was the 
situation with excess profits taxes in 
the neighborhood of 854 per cent. 
Therefore, any diminution in earn- 
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ings, resulting from an excess profits 
tax, falls on the investor. 

Under the previous excess profits 
tax law, the very purpose of collecting 
additional revenues for the Federal 
government was defeated by some 
regulatory commissions, causing re- 
funds to be made to customers when 
utilities were found to be subject to 
Federal excess profits tax. Although 
such taxes were created by the formula 
of calculation and were not based on 
true excess profits, such refunds were 
ordered even though the company was 
earning less than an allowed rate of 
return. 


Regulation Creates Different 
Conditions 


|S cam of the need for substantial 
increased revenues, all taxpayers 
must be expected to bear their reason- 
able share of increased taxes, but 
when excess profits do not exist and 
the base for determining what income 
is subject to excess profits taxes is 
created by formula, then a regulated 
industry is placed in the position 
where the excess profits tax is levied 
on income which the utility should be 
allowed to earn for its security hold- 
ers. The result, it is obvious, is a 
diminution in earnings. Such a situa- 
tion impairs the value of utility se- 
curities and makes difficult the sale of 
equity stocks at a reasonable price. 
This is of serious consequence to utili- 
ties, particularly at this time when they 
are faced with raising so much new 
capital required for plant construction. 

When an excess profits tax law is 
framed to raise tax revenues as a re- 
sult of a formula, rather than to siphon 
off true excessive profits, regulated 
utilities are variously affected, de- 
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Impact of Excess Profits Tax On Utilities 


we) | ecm of the need for substantial increased revenues, all tax- 
payers must be expected to bear their reasonable share of in- 
creased taxes, but when excess profits do not exist and the base for 
determining what income is subject to excess profits taxes is created by 
formula, then a regulated industry is placed in the position where the 
excess profits tax is levied on income which the utility should be allowed 
to earn for its security holders. The result, it is obvious, is a diminution 
in earnings.” 





pending largely on their tax cost, their 


capital structures, and also the ade- 
quacy or inadequacy of earnings in- 
cluded in a base period. 

Obviously, it is difficult to incor- 
porate in any tax bill sufficient alterna- 
tives to protect all companies against 
payment of excessive taxes. The pur- 
port of statements which Senator 
George and Treasury Secretary Sny- 
der recently made concerning an ex- 
cess profits tax indicates that past 
experience proved the difficulties of 
writing an excess profits tax that will 
not be full of injustices. Those who 
oppose such a levy urge that it is in- 
flationary, encouraging spending and 
waste; is difficult to administer; and 
is not as big a revenue producer as 
appears on the surface. Recognizing 
that popular pressure probably makes 
a war profits levy inevitable, they urge 
that it be enacted only after the most 
careful consideration. 
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i oem of the EEI and 
AGA Joint Taxation Account- 
ing Committee has been studying the 
matter of excess profits taxes and we 
can get as many differences of opinion 
as there are representatives present, 
because practically no two situations 
are affected alike. Nevertheless, there 
are certain fundamental principles on 
which agreement is general and these 
are: 


Fundamental Principles 


1. That any excess profits tax law 
applied to regulated utilities should be 
applied on a formula which cor- 
responds with the public utility com- 
mission’s base for computing rate of 
return. Under such a formula, if 
utilities earned an excessive return be- 
cause of increased earnings and 
economies which might result from a 
better load factor under war produc- 
tion conditions, any such excess 
would be subjected to Federal excess 
profits taxation. 
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2. Under any method of determin- 
ing excess profits, net income deduc- 
tions should be allowed for normal tax 
and surtax in ascertaining the income 
which will be subjected to excess prof- 
its tax. This treatment was accorded 
under the second revenue act of 1940 
but discontinued thereafter. 

3. Under the invested capital meth- 
od of determining excess profits net 
income, borrowed capital should be 
included at 100 per cent thereof in- 
stead of the 50 per cent limitation 
provided in the prior law. 

4. Under either the invested capital 
method or the average earnings meth- 
od of determining excess profits net 
income, there should be allowed an 
increased credit of substantially 8 per 
cent on all capital additions, whether 
equity, borrowed, or earnings and 
profits made during the excess profits 
tax year and subsequent years. 

5. Due to the time lag in placing 
substantial amounts of construction 
into service an additional credit 
should be given for capital additions 
created within two years prior to the 
effective date of an excess profits tax 
law. 

6. Under the invested capital method 
of determining excess profits net in- 
come, interest on 100 per cent of bor- 
rowed capital, which is included in in- 
vested capital, should be added back 
to obtain excess profits net income. 

7. Adequate relief provisions should 
be incorporated in any law to take care 
of hardship cases. 


A report of the special committee 
on excess profits taxes of the National 
Association of Railroad and Utilities 
Commissioners, issued in 1944, clear- 
ly recognized the inapplicability of an 
excess profits tax on regulated indus- 
try. 

These recommendations are in part 
similar to those outlined above and 
lend support to the hope that many, 
if not all, of these recommendations 
may be made effective in any pro- 
posed excess profits tax bill. 


NARUC Committee Studying 
New Aspects 

HE National Association of Rail- 

road and Utilities Commissioners 
has recently appointed a new commit- 
tee to study the effect of any proposed 
tax legislation and any other defense 
legislation which may affect the com- 
panies subject to commission regula- 
tion, under the chairmanship of Justus 
F. Craemer of the California commis- 
sion. 

It seems to me that the state utility 
commissions are cognizant of the 
fact that any so-called excess prof- 
its tax law like the last one nullifies 
the effectiveness of state regulation, in 
that it regulates the utility earnings 
through Federal taxation. 





‘ uf Be is great basic confusion between accountancy and 
economics—first, because economics know only one 
value ; second, because ‘profit’ as the word is used and practiced 
by accountancy, today represents a combination of economic rent 
on the value of land and economic profit on invested capital. 
“Money is a medium of exchange, not an absolute measure of 
economic value. Y et accountancy as a mathematical science uses 
money as a unit of measure and it uses the money of this year, 
of last year, of the year before that, and ten years ago, all in the 
same schedule of assets and the same schedule of expenses.” 
—Roy A. FoutkE, 
Vice president, Dun & 
Bradstreet, Inc. 
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Washington and the 
Utilities 


Control of Short Gas Supplies 


Uncertain 


HE Federal Power Commission may 

find itself in a quandary should pro- 
duction for defense and a severe winter 
bring about the necessity for emergency 
allocations of short supplies of natural 
gas. This arises from President Truman’s 
assignment of natural gas controls to the 
Department of Interior. 

Any emergency allocation of short 
supply which the commission may order 
in the future—as it has done for the past 
two heating seasons—will be subject to 
change by Interior, an agency that will 
be jealous of the powers assigned it by 
the President. And, parenthetically, it is 
noted that relations between Interior and 
the commission have not been on too 
cordial a level for months as a result 
of the latter’s apparent leaning toward 
private utilities wishing to construct hy- 
droelectric developments in areas where 
Interior has claimed prior and para- 
mount development rights. 

Any concentration of military orders 
in regions where natural gas is the ma- 
jor fuel used by industry and for space 
heating is certain to engender severe 
local shortages. If this situation arises, 
will FPC claim the prerogative of ra- 
tioning gas or will Interior assert its new 
powers delegated to it by the President 
under the Defense Production Act? 


fhe answer to both questions may 
well be in the affirmative, but it is a 
certainty that Interior, supported by the 
National Production Authority, will have 
the final say, despite the close personal 
friendship existing between the Presi- 
dent and FPC Chairman Mon C. Wall- 
gren. 
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HERE will be room for other con- 

flicts—perhaps with Interior and 
the FPC both arguing with the Na- 
tional Production Authority. This could 
come about through the NPA’s assign- 
ment of military orders to areas where 
Interior and FPC would be in agreement 
that stepped up industrial consumption 
of natural gas would work hardships on 
the users of natural gas for space heat- 
ing. 

The picture is not a pleasing one, es- 
pecially to those with recollections of the 
confusion which existed in Washington 
early in World War II when President 
Roosevelt scattered war powers among 
several Federal agencies. It will be re- 
called that it was not until all controls of 
manufacturing, fuels, and power were 
concentrated in the War Production 
Board that near chaos was ended. Sea- 
soned Washington observers are agreed 
that an effective speed up of the defense 
program in the next year will necessitate 
a similar move by President Truman. It 
will have to be done, they assert. 

Still other defense conflicts which may 
affect the utilities were pointed up in the 
September 28th issue (page 435) under 
the heading “Heavy Weather Ahead for 
Defense Administration.” 


* 
Steel for Gas Pipelines 


LTHOUGH the National Production 
Authority will be many months 
getting around to setting up a system of 
priorities for steel and other strategic 
materials, there is no indication in Wash- 
ington at this time that natural gas trans- 
mission companies will then experience 
any serious difficulty in obtaining pipe 
for expansion, especially into those re- 
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gions of large industrial production. 

Further, there are indications that 
when—and if—a system of priorities for 
steel becomes necessary, pipe for gas and 
oil transmission lines will occupy a near- 
top position on the civilian priorities 
schedule, as it did during World War II. 

It is noted here that NPA Administra- 
tor Harrison has initiated his huge task 
in a spirit of codperation, rather than of 
coercion. He has asked representatives of 
the steel and copper industries to survey 
their own capacities and to advise the 
need for increased production facilities, 
controls, and priorities—indicating a 
preference for voluntary allocations as 
compared with a tough set of priority 
regulations. 

This tendency on the part of Harrison, 
coupled with the fact that demands of 
the military establishment and of the 
pipe-line systems are not extremely 
heavy, would indicate there is no cause 
at this time for uneasiness with respect 
to pipe. 

Meanwhile, Defense Department offi- 
cials have said military demands of the 
next twelve months will call for approxi- 
mately 6—not over 7—per cent of the 
steel industry’s capacity (finished prod- 
ucts). During 1949, slightly more than 
4 per cent of finished steel went into pipe 
for transmission lines. This figure may 
move up to 5 per cent during 1950, ac- 
cording to reputable sources; but even 
so, it will put no real strain on the steel 
industry, although it may necessitate cur- 
tailment of finished steel supplies for less 
essential civilian needs. 


* 


Interior and REA Feel 
Budget Knife 


ARRYING out a congressional mandate 
that at least $550,000,000 be pared 
from the 1951 fiscal appropriations for 
nonmilitary agencies, the Budget Bu- 
reau’s first slash was felt by the Depart- 
ment of Interior and the Department of 
Agriculture. 
Interior has been directed to save be- 
tween $60,000,000 and $70,000,000— 
about 65 per cent of which will be lopped 
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from the budgets of the Bureau of Recla- 
mation and Interior’s power agencies; 
the remainder, approximately $20,000,- 
000, will be spread throughout the rest 
of the department. 

Agriculture has received orders to re- 
duce by $100,000,000 the loan authority 
of the Rural Electrification Administra- 
tion and the Farmers Home Administra- 
tion. Up to this time, REA has not 
worked out the necessary curtailments of 
its rural electrification and rural tele- 
phone programs. Since the inception of 
the latter nearly one year ago, loan allo- 
cations have been at a slow pace, indi- 
cating there may be considerable diffi- 
culties in actually finding borrowers for 
the more than $50,000,000 lending au- 
thority available — $32,500,000 in the 
1951 appropriation bill, and $21,500,000 
carried over from the fiscal year ended 
June 30th. 

With respect to rural electrification 
loans, Congress made available $500,- 
000,000, and there was a carry-over from 
the previous year of around $80,000,000. 
However, REA officials concede the de- 
mand for farm electrification loans is 
“leveling off,” but they do not say to 
what extent. Meanwhile, the agency has 
pending more than two score applica- 
tions for generating and transmission 
(super co-op) loans, totaling approxi- 
mately $200,000,000, while more than 
500 distribution co-ops seek another 
$365,000,000. 

It has been several months since REA 
has made a super co-op loan. 


>» 


Credit Controls on Appliance 
Sales 


HOSE utilities marketing electrical 

and gas appliances need not expect 
any tightening of credit controls until 
after the first of the year. 

Sources close to the Federal Reserve 
Board feel the present requirements—15 
per cent initial payment with eighteen 
months’ maturity on items retailing for 
more than $100—will suffice for several 
months yet. 

However, they point out there may 
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come a time when the 15 per cent down 
payment will be applicable to items re- 
tailing for less than $100, with instalment 
sales restricted to those articles which 
can be classed as essential, such as re- 
frigerators, water heaters, washing ma- 
chines, etc. This would bar instalment 
sales of television and radio sets. 


aa 


Senator-elect Supports Private 
Utility’s Bid for License 


N a recent visit to Washington, North 

Carolina’s Democratic senatorial 
nominee, Willis Smith of Raleigh—a 
past president of the American Bar As- 
sociation—said the Federal Power Com- 
mission should grant the Virginia Elec- 
tric & Power Company a license to build 
a hydroelectric dam at Roanoke Rapids, 
near the Virginia-~North Carolina bound- 
ary. 
Smith, who said the industries of the 
Roanoke Rapids region need the power 
that could be generated at the site by 
Vepco, informed the Federal Power 
Commission of his views and urged 
prompt and favorable action. FPC Chief 
Examiner Frank Hampton has recom- 
mended that Vepco be authorized to 
build the Roanoke Rapids dam, but the 
full commission has not passed on the 
matter. 

In the meanwhile, Interior Secretary 
Chapman has offered strenuous objec- 
tion to the Vepco application on the 
ground that development of the Roanoke 
Rapids site is a job for his department 
as part of a comprehensive plan for Fed- 
eral development of the Roanoke river 
basin. 

The plan Chapman referred to is one 
that was drawn up by the Army Corps 
of Engineers during the past two or three 
years, and involves the construction of 
11 reservoirs, all of which would have 
electric power installations. 


. 


Excess Profits Levies 


Hc action in demanding enactment 
of an excess profits tax bill during 
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the current (81st) Congress puts the 
regulated utilities on notice that they 
must speed up their staff work in pre- 
paring for hearings before the House 
Ways and Means Committee a short 
time after the November elections, per- 
haps earlier. 

The House move, spearheaded by 
Representative Herman P. Eberharter 
(Democrat, Pennsylvania), was for cam- 
paign effects; nevertheless, it definitely 
binds House and Senate to consider ex- 
cess profits legislation prior to the ad- 
vent of the 82nd Congress next Janu- 
ary. 

This is not particularly agreeable to 
House Ways and Means Chairman Rob- 
ert L. Doughton (Democrat, North 
Carolina), nor to Senate Finance Com- 
mittee Chairman Walter F. George 
(Democrat, Georgia), both of whom hold 
the view that more time is needed for 
study and hearing. 

Senator George, an astute student of 
taxation, is known to regard excess profits 
levies as “dangerous” to those businesses 
whose profits are held to a fixed level by 
law, or through the regulatory processes 
of the various states. 

The House action raises the question 
of taxation of codperatives. During Sen- 
ate debate on the “interim” tax measure, 
Senator George, in requesting Senator 
John J. Williams (Republican, Dela- 
ware) to withdraw his amendment pro- 
viding for taxation of the earnings of co- 
Operatives, declared : 


I myself think that we should strive 
to impose an appropriate tax provision 
so far as codperatives are concerned 
. .. There are appropriate steps which 
should be taken to tax them, and that 
will be done in the next tax bill. 
(Italics supplied). 


| bpm Leader Scott Lucas (Dem- 
ocrat, Illinois) likewise gave as- 
surance that co-op taxation would be a 
part of the next tax bill, while Senator 
Eugene D. Millikin (Republican, Colo- 
rado), ranking minority member of the 
Finance Committee, asserted there is no 
desire to postpone consideration of co- 
op taxation indefinitely. 
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Financial News 
and Comment 


By OWEN ELY 


The Growth of the Gas Industry 
And Its Financing 


= growth of new pipelines has been 
so rapid in the postwar period that 
there are now 118 different companies 
which own or operate pipelines. We are 
indebted to Alec Crowell, natural gas 
consultant of New Orleans, for the map 
on page 525 which (while not very 
legible in its greatly reduced size) will 
illustrate the present complexity of the 
pipe-line maze. 

From the middle of 1945 to January 1, 
1950, the industry constructed 26,513 
miles of natural gas pipelines, costing a 
total of nearly $1.7 billion. In 1949 alone, 
7,537 miles of lines were built, costing 
$600,000,000, to bring gas to more than 
100 cities of over 50,000 population. 
About 12,500 miles of line will be added 
if the FPC acts favorably on applications 
before it. 

More than 264,000 miles of gas pipe- 
lines now link the gas fields of the South- 
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west with the individual consumers in 35 
states that are using the fuel. 

Long-range forecasts of future inter- 
state movements to various areas (mil- 
lions of cubic feet daily) are as follows: 


1951-52 1955-56 

140 

2,550 

590 

2,600 

1,120 

2,030 
VERY major city in the United States 
will be receiving natural gas soon, 
but some areas such as New York and 
New England will for the near-term fu- 
ture receive only “token amounts,” to 
enrich their manufactured gas and pro- 
vide a little dump gas during the summer 
for fuel. Major eastern and southern 
cities which will be benefited through 
FPC authorizations already approved in- 
clude New York, Jersey City, Philadel- 
phia, Washington, Baltimore, Chatta- 
nooga, Knoxville, and Nashville. Cities 
destined to get natural gas for the first 
time under pending authorizations in- 
clude Jacksonville, Savannah, Charles- 
ton (South Carolina), Boston, Spring- 
field (Massachusetts), Providence, and 

Schenectady. 

The latest output figures for the gas 
industry are shown in the table at top of 
page 524. 

The sales index for the gas industry 
(using 1935-39 as 100 per cent) stood 
at 277 in June. For individual compo- 
nents the figures were: natural gas 300, 
manufactured gas 129, mixed gas 185. 
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M og of June, 1950 


Mcf 
Natural Gas 258 
Manufactured Gas 
ixed Gas 


% Gain over ; 
949 Mcf 


20% 3,421 
D7 429 
14 143 
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ATURAL Gas Reserves—Nearly 13 

trillion cubic feet of new gas re- 
serves were developed in 1949, while 
production approximated 6 trillion cubic 
feet, leaving a net increase of nearly 7 
trillion in reserves and raising estimated 
total reserves to 180 trillion cubic feet. 
However, some of the new discoveries, 
being in off-shore or deep formations, 
may prove too expensive for use over the 
near future. The Southwest still supplies 
three-quarters of the nation’s reserves, 
and other areas—the Midwest, Pacific, 
Appalachian, and Rocky Mountain areas 
in order of importance—showed little net 
change in 1949. 

Most promising sources of future new 
gas reserves are the Gulf coast tidelands, 
west Texas, and the San Juan basin in 
New Mexico. Ultimately United States 
reserves may reach 300-350 trillion cubic 
feet, E. Holley Poe estimates. Western 
Canada may also have 25 trillion, 
although reserves are more widely dis- 
persed and involve higher gathering costs 
than in United States gas areas. 

House Heating—A major reason for 
the rapid gain in the residential use of 
natural gas has been the installation of 
gas-heating facilities in new homes (as 


12 Months Ended June 30, 1950 
Miil ‘ 


well as replacement of oil burners and 
coal furnaces in older homes). In 1940, 
less than 3,800,000 homes were gas 
heated, but last year the figure was 
7,400,000, with 700,000 added last year. 
In 1949, 35 per cent of all residential gas 
customers in the United States were us- 
ing gas for central and space heating, 
and sales of gas-heating appliances now 
exceed those of oil heaters. As more nat- 
ural gas becomes available, the trend 
should increase, except as competitive 
fuels (coal and oil) may limit use in 
some areas where they are cheaply priced. 


yep Gas Licut & Coke CoMPANy 
of Chicago has increased the number 
of its residential heating customers from 
30,000 in 1936 to 58,000 in April this 
year, but has some 48,000 new applicants 
to take care of. The new subsidiary, 
Texas-Illinois Natural Gas Pipeline, 
should be in operation by the last of 1951. 
Eventually, there may be 400,000 space- 
heating customers in Chicago, it is said. 

Consolidated Natural Gas, second 
largest integrated system, at the end of 
1949 was serving 426,000 house-heating 
customers compared with 185,000 in 
1945. Ninety-five per cent of new homes 
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UTILITY SECURITIES—CURRENT “YIELD YARDSTICKS” 


*Government Bonds—Tax-exempt ......... i 
. 2.64 
care 
. 2.80 
. 3.19 
. 3.74 


*Utility sariaenttie head Paaceeiedneds 
—A setetteneeeeeeneecess 


Cee eee eee eee ee eeee 


Utility Preferred Stocks—_High Grade ... 


1950 Range 
Recent High Low 


1.24% 
2.15 


1949 Range 
High 
182% 
2.40 


—Medium Grade . 4.18 
Utility Common Stocks .......ccceceeseces 6.11 


Latest available Moody indexes are used for utility bonds and preferred stocks; 
Standard & Poor’s indexes for government bonds and utility common stocks. *Long-term. 
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Liquefied 


Natural Manufactured Mixed Petrolewm Total 


1,066 
$3,417 $497 $4,022 


* Includes $143,000,000 cost of the two “Big Inch” pipelines, previously used for oil. 
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Total 1945-50 ... 


in this system’s service area are being 
equipped with gas-heating units. In the 
7-state area served by Consolidated 
Natural Gas and Columbia Gas System, 
Inc., it is estimated that 95 per cent of 
all new homes being built this year 
within reach of the pipelines will have 
gas furnaces. Columbia Gas sells gas for 
house heating to about one-quarter of 
its customers. 

As an example of what happens when 
restrictions are lifted, Michigan Consoli- 
dated Gas Company added 120,000 new 
house-heating customers in July, 1949, 
compared with only 109,000 home-heat- 
ing customers previously served. 

Construction — Because of the large 
expense of building pipelines, pumping 
facilities to maintain pressure, etc., by far 
the greater part of the gas industry’s con- 
struction program has been in the natural 
gas division. Figures in millions of dol- 
lars for the years 1945-50 are shown in 
the table above. 

The gas companies plan to spend as 
follows for construction : 


Approximately half the proposed con- 
struction expenditures in the period 
1950-54 will be for pipelines, though all 
but $200,000,000 of the $1,410,000,000 
earmarked for this purpose will be spent 
in 1950 and 1951, it is reported. 


INANCING—The gas industry’s total 

financing in 1949 amounted to $1.5 
billions, a gain of 8 per cent over the pre- 
vious year and probably a record high. 
Types of financing for the various divi- 
sions of the gas industry are shown in the 
table below. 

The operating company totals may be 
divided as shown in table at top of page 
528 for the two major divisions of the 
industry. (The totals do not agree be- 
cause the table excludes some mixed 
companies which were included above.) 

One of the latest pipe-line companies 
to finance was the $81,000,000 Trunk- 
line Gas Supply Company, in which Pan- 
handle Eastern Pipe Line Company owns 
a majority interest. Capital structure is 
estimated to approximate 75 per cent 
debt, 8 per cent preferred stocks, and 17 
per cent common stock. The entire 
bonded debt was sold to a group of in- 
surance companies. The common stock 
was not offered to the public ; 60 per cent 
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Deb. & 
Notes 


Straight Gas Oper. Utils. ........ $3 $66 23 
Comb. Gas & Elec. Oper. Utils. .. 64 610 178 137 925 


Total Operating Cos. ...... “130 1,026 “201 "190 1,417 
Holding Companies 45 45 oe 10 55 


$175 $1,071 «= 000 
526 


Com. Total 
Stock Capital 
53 $492 


Total 
Debt 


$416 


Pfd. 
Stock 


$1,472 
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Deb. & 
Notes 


$98 
31 


Natural Gas 
Manufactured Gas 


$129 


e 


is held by Panhandle Eastern (which vir- 
tually guarantees Trunkline has a 6 per 
cent return after taxes) and the remain- 
ing 40 per cent is owned by Ralph K. 
Davies, Louis W. McNaughton, and 
associates. 

The Federal Power Commission is 
now assuming greater authority in the 
financial field, since President Truman 
vetoed the Kerr amendment to the Nat- 
ural Gas Act. The law is not very clear- 
cut regarding the commission’s power to 
regulate the capital structure of new com- 
panies in the pipe-line field, but the com- 
mission recently ordered El Paso Natural 
Gas Company to do some stock financing 
in order to bring its equity ratio up to 15 
per cent. 

Despite the small initial equity interest 
in some of the big pipe-line companies 
organized in the postwar period, the gas 
industry in general is conservatively capi- 
talized, as shown by the figures in the 
table below. 


) Yorn and Taxes — The AGA 
shows in its Gas Facts composite 
income accounts for various divisions of 
the gas industry in 1949, all figures being 
shown as percentages of operating reve- 
nues. For convenience we have added 
miscellaneous income to revenues and 
then shown the allocation of the total, in 
the table on page 529. 

The natural gas industry was able to 
show accelerated growth in 1949 as re- 
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58 
Mfg. 
Gas Cos. 
% Total Capitalization 
Represented by: 

Long-term Debt 
Preferred Stock 5 a 
Common Stock Equity. 58 72 
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3 
Mixed 
Gas Cos. 


28% 


Total 
Capital 


$884 
379 
$1,263 


Com. 
Stock 


Total 
Debt Stoch 


$649 128 107 
270 60 49 


$19 «188186 


Pfd. 


strictions on house heating were lifted 
entirely or in part, and dollar sales to 
ultimate consumers crossed the billion 
line for the first time, with a gain nearly 
10 per cent over 1948. Most of the reve- 
nue gain was residential, as industrial 
sales were affected by irregularities in the 
business level and by decreases in the 
prices of competitive fuels. 

In the manufactured gas industry, 
revenues for 1949 of $479,000,000 were 
only 3 per cent greater than in the previ- 
ous year, despite the results of rate ad- 
justments. The mixed gas industry with 
revenues of $96,000,000 showed a de- 
crease of 6 per cent. The liquefied pe- 
troleum gas utilities, while the smallest 
branch of the industry with revenues of 
only $22,000,000, showed a gain of near- 
ly 20 per cent. 

With respect to net earnings, the 
manufactured gas section of the industry 
made a better showing than in 1948, con- 
tributing factors being lower fuel oil 
prices, increased use of natural gas for 
enriching or reforming, use of other new 
processes, and delayed rate adjustments. 
The natural gas companies continued to 
make a good showing, although their 
profit margins were slightly lower, due 
in part to higher field prices for natural 


gas. 
The chart on page 527 from the 
AGA Gas Facts shows the ratios of op- 
erating income to net plant account for 
three major segments of the gas industry. 


181 64 38 
Nat.Gas- Nat.Gas- Nat. Gas- 
Operating Distributing Trans. 
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58 
Mfg. 
Gas Cos. 
Revenues, etc. ......... 100.6% 
Allocation of Revenues, etc.: 
Maintenance 76 
Other Expenses 
Depreciation, etc. ...... 
Taxes on Income 
TEL cu-stban<s os 
Charges 
Preferred Dividends ... 
Common Dividends ... 
Surplus Income 
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The trend of earnings has been down for 
the natural gas transmission companies, 
and mixed for the distributors of natural 
gas; while the manufactured gas com- 
panies have recovered substantially from 
the disastrous dip in earnings in 1947-48. 

Earnings trends in 1950 have been 
very favorable for the natural gas com- 
panies due to the benefits obtained from 
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Mixed 
Gas Cos. 
103.5% 


65. 
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LIST OF BROKERS’ UTILITY STORIES* 


Company Analyses 


Company 
Brooklyn Union Gas 


Consol. Gas of Baltimore 
E] Paso Electric 

Elec, Bond & Share # 

New England Elec. System 


Southern Cal. Edison 


Tax Studies 
Tax Impact on Some Utilities 


Utilities Stocks and Taxes 


Six Utility Stocks Affording Protection 
against Excess Profits Taxes 


Utility Common Share Earnings 
under Increased Income Taxes 


B 


A. G. Becker & Co. ........... 
ee eS 8 SE ere Paine, Webber 

Central Public Util. Deb. .......cccccee Wertheim & Co. ............:. 
Comteal See GIUEe, BIGRS 0cccccesccccesec Ye 
Cheveland Biise. TQM. ....00csevccccsess Argus Research 

Argus Research 

Paine, Webber 

Wiesenberger & Co. .......... 
GO I cnc neccsccteswisscas Josephthal-& Co. ........ 000 
I Me tines oon cntcene cue A. G, Better & Co. 22... .0000 
SOMITE 80 05 64 ccc cces 
Northern Indiana Pub. Serv. ...... wae i SS 
Paine, Webber 

PE BID, io wicvcccsccucewnead Kerr & C 


Sutro & Co. (San Francisco) .. 
In Case of a New Excess Profits Tax ....Sutro & Co. (San Francisco) .. 
Goldman, Sachs 
Elec. Util. Stks. in a Defense Economy .. Shields & Company 


eg Oo er re 
Effect of Tax Increases on Pub. Util. ...Josephthal & Co. ............. 
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181 54 38 
Nat.Gas- Nat.Gas- Nat. Gas- 
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increased allowables for oil production 
and improved prices for natural gas 
by-products. These substantial earnings 
gains may provide some margin of safety 
for the impact of increased Federal taxes 
on income. The impact of excess profits 
taxes on the newer gas companies may 
be rather heavy because these companies 
must use the invested capital base. 
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* Similar lists have appeared in the FortNIGHTLY of June 22, March 30, and January 5, 1950; 
during 1949, in the September Ist, May 26th, and March 17th issues; and during 1948 in the 
December 16th, September 9th, June 3rd, and March 11th issues. # Price, $5 a copy. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


9/15/50 Indicated hare Earnings#— 
Price Dividend Approx. ur. Prev. % In 
About Rate teld Period Period crease 


$1.26d $1. 
2.23je 


Natural Gas—Retail 
Arkansas Natural Gas $ .60 
Atlanta Gas Light 22 1.20 
Central Elec. & Gas 60 
Columbia Gas System 75 
Consol. Gas Util. .......... 75 
Consol. Nat. Gas 2.00 
Equitable Gas 1.30 
Houston Nat. Gas 

Indiana Gas & Water 
Kansas-Neb, Nat. Gas 

Laclede Gas Light 

Lone Star Gas 

Minneapolis Gas 

Mission Oil 

Mobile Gas Service 
Montana-Dakota Util. ..... 
National Fuel Gas 

National Gas & Oil 

Okla. Natural Gas 

Pacific Lighting 

Pacific Pub. Service 

Peoples Gas L. & Coke .... 

Rio Grande Valley 

Rockland Gas 

Southern Union Gas 

Southwest Nat. Gas 

United Gas 

Washington Gas Light .... 26 


Averages 


Natural Gas—Wholesale and Pipeline 
American Natural Gas 27 
Commonwealth Gas 

El Paso Nat. Gas 

Interstate Nat. Gas 

Mississippi River Fuel 
Missouri-Kansas P.L. ..... 
Mountain Fuel Supply .... 
Northern Nat. Gas 

Panhandle East. P.L. ..... 
Southern Nat. Gas 
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Manufactured Gas—Retail 
Bridgeport Gas 
Brockton Gas Lt. ........ 
Brooklyn Union Gas 
Hartford Gas 
Haverhill Gas Lt. ......... 
am Gas 

ings County Ltg. ........ 
New Haven Gas Light .... 
Providence Gas 
Seattle Gas 
United Gas Improvement .. 
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FINANCIAL NEWS AND COMMENT 





RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 


9/15/50 Indicated ——Share Earnings# 
Price Dividend A pices: Cur. Prev. In in 
About Rate teld Period Period crease 


Telephone Companies 
Beli System 
Amer, Tel. & Tel. ......... 152 
Cinn, & Sub. Bell Tel. .... 71 
Mountain St. T.&T. ....... 101 
New England Tel, ........ 96 
Pacific Tel. & Tel. ......... 102 
So. New Eng. Tel. ........ 34 
Averages 
Independents 
Central Telephone 
General Telephone 
Peninsular Tel. ..........- 
Rochester Tel. ..........:. 


ransit Companies 
Chicago S.S.& S.B. ....... 
CAR CE MEE. Graviewsonctece 
Dallas Ry. & Term. ....... 
Duluth Sup. Trans. ....... 
Greyhound Corp. ......... 
Raness City PS. ....<0s0- 
Los Angeles Transit 
Nat. City Lines 
Phila. Transit 
Rochester Transit 
St. Louis P.S. A 
Syracuse Transit 
United Transit 


Averages 


Water Companies 

Holding Companies 
Amer, Water Works 
N. Y. Water Service 

Operating Companies 
Bridgeport Hydraulic 
Calif. Water Serv. ........ 
Elizabethtown Water 
Hackensack Water 
Indianapolis Water 
Jamaica Water Supply .... 
Middlesex Water 
New Haven Water 
Ohio Water Serv. ......... 
Phila, & Sub. Water 
Plainfield Union Wt. ...... 
San Jose Water 
Scranton-Spring Brook ... 
Southern Cal. Water 
Stamford Water 
West Va. Water Service .. 


$9.90je* $9.21* 7% 154 
480d 3.76 28 148 
6.13je 530 16 165 
10.67je 459 132 90 
792*my 6.21* 28 129 
205d 1.91 7 166 
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D—Deficit. C—Curb Exchange. O—Over-counter or out-of-town exchange. S—New York 
Stock Exchange. *Based on average number of shares outstanding. **Also 25 per cent stock divi- 
dend. #In order to facilitate comparisons, earnings are calculated on present number of shares 
outstanding, except otherwise indicated. (a)Stock dividend of 50 per cent payable July Ist, 
and cash of 10 cents payable same date (on new stock) : 25 cents paid in 1949. d—December. 
m—March. ap—April. my—May. je—June. ju—July. 
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What Others Think 


A Century of Gas Service 


HICAGOANS celebrated a century of 
gas service recently on the occasion 
of the one hundredth anniversary of the 
first street gaslight. The artist sketching 
the scene one hundred years ago (see 
cut) seems to have captured the excite- 
ment of the occasion in the faces of the 
spectators at the history-making event. 
Harold Smith, writing in the Chicago 
Tribune of September 4, 1950, described 
the first lamp lighting as follows: 


Sundown was a special occasion for 
Chicagoans a hundred years ago today. 
Strollers along the dusty main drag, 
Lake street, curiously eyed the fancy 
new poles lining the rutted roadway 
that was alive with wagons and bug- 
gies. 

The sun vanished over the mud lake 
plain. In the gathering dusk pedestrians 
watched ladder-toting lamplighters ad- 
vance down the glass topped files, 
tinker for a moment with the lantern 
atop each post, and then move to the 
next in a blaze of light... . 

This was the first night of gaslight 
for the lusty little city of 30,000. Chi- 
cago’s first “great yellow way” was 
ablaze with most of the 99 new gas 
street lamps that first burned that eve- 
ning. 


The Peoples Gas Light & Coke Com- 
pany, an active, and since 1907 the ex- 
clusive, provider of gas service for the 
midwestern metropolis, has chronicled the 
important events of this gas era in an 
attractive 32-page booklet entitled : “100 
Years of Gas Service in Chicago.” Quaint 
sketches, redrawn from old prints of the 
Chicago Historical Society, and modern 
photographs support the interesting story 
of a century of gas progress. 

The Chicago of 1850 is described 
as “a rough and ready frontier town” 


of 30,000, utterly lacking the ordinary 
comforts of the cities farther east. It was 
already starting to “burst at the seams” 
since it was to almost quadruple its popu- 
lation in the following decade. Lights 
were dim and the ads in the Journal of- 
fered lamp oils, candles, etc., when on 
September 4th the lamplighters started 
on their memorable rounds. 

Some of the colorful background in 
the fledgling gas industry is noted when 
the booklet points out the types of men 
who “kept the holders up” in those early 
days. Chicago had no “native sons” on 
whom to call. It was the “bristly mus- 
tached sons of Scotland” and the “strong- 
backed sons of Erin” who combined their 
efforts to keep the gas flowing through 
the mains. 


a demands for service have 
always been one of the chief concerns 
of the company. A few days after the 
turn-on back in 1850, a Journal editorial 
noted: “The company, judging from the 
extent of the apparatus, have built for 
a future day.” 

Only a month after the initial lamp 
lighting, a second gas oven went into op- 
eration on October 6th, raising produc- 
tion capacity to 22,000 cubic feet—all of 
which was needed within a few months. 
By 1855, mains had crossed the river to 
supply the north and west sides, and a 
holder was built with a capacity of 300,- 
000 cubic feet. It was in that year that 
the Chicago Gas Light & Coke Company, 
formed in 1848, became the Peoples Gas 
Light & Coke Company. The gas-light 
era had definitely established itself and 
was to continue beyond the turn of the 
century. As recently as forty years ago 
Peoples Gas was proudly pointing to 
“400 candlepower light for one cent an 
hour.” 
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WHAT OTHERS THINK 


CHICAGO’S FIRST STREET GAS LAMP 


URING the gay nineties a “new- 
fangled” stove called a kitchen gas 
range began to attract widespread atten- 
tion. Made possible through an adapta- 
tion of the Bunsen burner, it was to open 
a bigger market for gas than had ever 
been dreamed of up until that time. From 
about 1898 on into the 1900’s demonstra- 
tions of gas cooking were conducted on 
ranges set up in vacant lots. People were 
invited to bring foods they wanted 
cooked, and see for themselves how much 
better and more easily meals could be 
cooked with gas. 

One more enterprising gas range sales- 
man did not wait for the people to come 
to him but loaded his range on a horse- 
drawn wagon and carried his message to 
the people on the street corners. He would 
drive his wagon under a street lamp, run 
a rubber hose from the lamp to the stove, 
and proceed to demonstrate gas cookery. 
Soon he was turning in orders for ranges 
as fast as they could be filled. 

Figures printed in the Peoples Gas an- 


nual report for 1898 had begun to reflect 
the big change that was under way. They 
showed that the company had sold 20,343 
gas stoves in that year, an impressive 
total for the time. Thereafter an increas- 
ing number of ranges were sold, with the 
transition to gas cooking about com- 
pleted at the time of the First World War. 

The next period of change, described 
in the booklet, was the post World War I 
phase, when the company began to turn 
to possible markets for gas in industrial 
Chicago. Peoples Gas sales engineers set 
out to convince executives and shop su- 
perintendents that gas offered important 
advantages which could improve prod- 
ucts and increase profits. The hotel, res- 
taurant, baking, and other commercial 
enterprises were solicited. By 1929 gas 
had become a giant in industry and com- 
merce. 

World War II production require- 
ments helped to spread still further 
the many applications of gas to the in- 
dustrial pattern, so that today more than 
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12,000 uses are made of gas by Chicago 
industry and commerce. Fifty-eight per 
cent of all the gas consumed in the city 
goes for these purposes. 

In the year 1929 the company’s prob- 
lems had shifted from those of encour- 
aging a demand for gas to those of find- 
ing a supply to take care of the ever in- 
creasing demand. A natural pipeline 
was the logical answer. On October 16, 
1931, 2, man years and 209,000 tons 
of pipeline later, natural gas from the 
Texas Panhandle, 1,000 miles to the 
south, began to flow through the 
mains of Chicago. Came the depression 
and with it an oversupply situation in the 
Chicago gas utility. 

As general conditions began to im- 
prove in the mid-thirties, another mass 
market was opened for the plentiful 
supply; namely, home heating. During 
this same time the automatic water 
heater and the new gas refrigerator 
served to take up more of the gas supply 
so that in 1949 it was necessary to build 
an additional pipeline paralleling the first. 
At present a third pipeline is under con- 
situction, this time bringing gas from the 
Gulf coast area of the Lone Star state. 

The story of Peoples is completed with 
a Salute to its many employees. As with 
most utilities, the Chicago gas firm has 
proved to be “a good place to work.” Of 
the 4,567 employees, 1,086 of them have 


been with the company over twenty-five 
years. h of service in many cases 


have less than forty-five but more than 
thirty-five years. 

The company’s high regard for its em- 
ployees is seen in the following excerpt 
taken from the booklet : 


Mutual respect between employee 
and employer constitutes the corner- 
stone upon which Peoples Gas has built 
its employee relations program. . . . 
Peoples Gas has always recognized 
that the well-being, loyalty, and effi- 
ciency of employees are indispensable 
in maintaining the high standards of 
service which the public has a right 


to expect. 


N order to perpetuate the interesting 

story of Bas service and its relation 
to the growth of the city, Peoples has re- 
cently donated a permanent exhibit to 
the world-famous Museum of Science 
and Industry on Chicago’s lake front. 
Entitled “The Story of Flame Gas,” it 
traces the history of gas from its early 
discovery to the present, in 21 thfee- 
dimensional exhibits. (For a more de- 
tailed description of the exhibits, turn to 
“The March of Events” section of this 
issue, page 536.) 





Gas 


MPREHENSIVE tables of gas utility 

securities and tabulations of fuels 
and electric energy consumption by in- 
dustrial establishments are features of 
the new issue of Gas Facts just published 
by the bureau of statistics of the Ameri- 
can Gas Association. 

The annual statistical volume of gas 
industry information includes all per- 
tinent information relating to operating 
and financial developments within the in- 
dustry. It includes data relating to natural 
gas reserves, production of the several 
types of gas, customers, sales and revenue 
trends, as well as information relating to 
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Facts 


security issues, construction expendi- 
tures, composite balance sheets and in- 
come accounts for straight and combina- 
tion utilities, miles of main, and labor. 
An improvement in this year’s edition 
of Gas Facts is the increased comprehen- 
siveness of data relating to security issues 
for the entire period since 1937. Previous 
statistics related only to those issues re- 
ported by the Securities and Exchange 
Commission for companies subject to its 
jurisdiction under the Holding Com- 
pany Act. This year these statistics in- 
clude all gas utility security issues for 
which records could be found, whether or 
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not subject to the commission. This in- 
formation now is truly representative of 
total gas utility financing during the pe- 
riod 1937-39, inclusive. 

During the past year the association 
sponsored jointly with the American 
Petroleum Institute and the Bituminous 
Coal Institute a special tabulation of fuels 
and electric energy consumption by in- 
dustrial establishments as gathered by the 
U. S. Bureau of the Census in its 1947 
Census of Manufacturers. This survey 
presents the quantity and cost of princi- 
pal fuels used, separately by industry 
groups, in each of the 48 states. Several 


summary tables ffém thé report have 
been prépared and afé iftluded if this 
year’s edition 6f Gat Facts, 

The bureat of statistics also has sum- 
marized afid published detailéd operat- 
ing expensé information. This is offered 
in the form 6f salient operating expense 
ratios indicating steh items as produc- 
tion cost per MCF, 8alés promotion cost 
per customer, total operating expense per 
McF, and other material. This material 
is shown in nine new tables covering the 
years 1947-48, segregated by type of gas 


company. > 2 > 





Moré Gas-heated Homes 


HE gas utilities expect to add more 

than 3,000,000 new house-heating 
customers in the next three heating sea- 
sons to be 7,217,000 customers who now 
heat their residences with gas, according 
to H. Carl Wolf, managing director of 
the American Gas Association. Canadian 
gas companies serving 225,000 retail cus- 
tomers hope to add about 13,000 gas 
house-heating customers in the 3-year 
period. 

The AGA Bureau of Statistics has re- 
cently completed a survey which indicated 
that the gas utilities in America will serve 
1,150,000 more house-heating customers 
during the coming 1950-51 heating sea- 
son than it did last winter. This means a 
total of 9,400,000 residential gas custom- 
ers, or more than 40 per cent of all dwell- 
ing units being supplied with utility gas 
service, are expected to heat their homes 
with gas during the coming winter. 

Prior to the accelerated military pre- 
paredness progtam, with its impending 
steel allocations, the gas industry .ex- 
pected to add 950,000 house-heating cus- 
tomers in the 1951-52 heating season and 
another 900,000 house-heating customers 
in the 1952-53 heating season. The Cana- 
dian companies surveyed expect to add 
5,000 customers, 4,000 customers, and 
4,000 customers, respectively, in the three 
seasons. 

These estimates were based on replies 
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of 295 individual gas utilities in the 
United States serving about 19,240,000 
residential gas customets or about 90 per 
cent of the nation’s total. In addition six 
Canadian gas companies submitted their 
house-heating plans. 


HE reporting gas companies indi- 

cated approximately half of the an- 
ticipated gas house-heating additions 
were to be installed in new dwelling units 
with the other half representing conver- 
sions from other types of fuel. Following 
the climatic pattern most of the new heat+ 
ing installations in the northern part of 
the country will be central heating. Space 
heaters and wall or floor furnaces 
account for the majority of heating 
installations planned for the South and 
Southwest. 

During the past twelve months several 
new pipelines, or extensions of previously 
existing lines, were completed. This has 
enabléd many natural gas distributing 
utilities to lift, either wholly or in sub- 
stantial part, existing restrictions on ad- 
ditional gas house-heating installations. 
The availability of natural gas in new 
areas and continued construction of pipe- 
lines can be expected to accelerate fur- 
ther new gas heating installations con- 
tingent upon movement of materials as 
affected by the international situation. 

=D. T. B. 
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The March of 
Events 


In General 


Gas Industry Exhibit Draws 
Thousands 


M” than 100,000 persons have now 
viewed the gas industry’s perma- 
nent exhibit installed at the Chicago Mu- 
seum of Science and Industry. Opened to 
the public on September 7th in connec- 
tion with the one hundredth anniversary 
of gas service in Chicago, the 21-unit 
exhibit was installed by the Peoples Gas 
Light & Coke Company. 

The most picturesque and elaborate of 
the 21 units is a large three-dimensional 
pictorama reconstructing production 
and distribution machinery that is re- 
quired by a fully integrated utility serv- 
ing a great metropolis such as Chicago. 

Built to a scale of one-eighth inch to 
the foot, the pictorama’s installation de- 
picts important installations ranging from 
the flowing gas wells in the Texas Pan- 
handle to the holders and distribution 
mains at the city consumer’s doorstep. 
Machinery necessary for producing and 
mixing coke-oven gas is depicted in 
detail. 

Transparent model buildings and glass 
tubing pipelines, the latter partly con- 
cealed underground, enable the visitor to 
accurately visualize the interior workings 
of the more vital installations. Scale-size 
—— lines move the natural gas to 

eld stations before it is passed along to 
the main dual transmission lines of the 
pipe-line system. 

The miniature pipelines cross rivers 
and streams representative of the more 
than 100 river crossings encountered on 
their 800-mile route from the Texas Pan- 
handle and western Oklahoma gas fields 
to the Chicago area. The model pipe-line 


OCT. 12,°1950 


system depicts the 24-inch and 26-inch 
mains of Natural Gas Pipeline Company 
of America, PGL&C affiliate, which 
transmits the Windy city’s natural gas 
supply, delivering it at Joliet, 40 miles 
southwest of Chicago. A model com- 
pressor station, its buildings enclosed 
within transparent walls, illustrates the 
various structures necessary for one of 
these pipe-line installations. 

Within the city, the model machinery 
and installations of a large gas-process- 
ing and manufacturing plant are shown in 
full detail. Transparent structures show 
how coke-oven gas and carbureted water 
gas are produced. 

Supplementing the pictorama are twin 
rows of pictures taken within the com- 
pany’s plants and along the pipe-line sys- 
tems showing how natural gas is mixed 
with manufactured gas in the proper pro- 
portions. Model underground transmis- 
sion mains carry the mixed gas through 
a miniature distribution system which has 
three model holders typical of the seven- 
teen used by PGL&C in Chicago. 

The underground network of mains, 
with cross-connections made by smaller 
mains, enclose the model city in sweep- 
ing loops that reveal how the gas is car- 
ried into a city’s general distribution sys- 
tem. The model metropolitan community 
is made up of residences, industrial es- 
tablishments, and commercial structures. 

Seven of the model units are spectator 
operated. In viewing one of these, the 
spectator, by pressing a button, sets in 
motion an automatic 3-stage metal heat- 
treating process which demonstrates the 
flexibility and high degree of control 
which industries obtain by the use of gas. 
In this unit, the automatic machine heat 
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treats a section of a band of steel with a 
glass flame. 

In addition to the visual models of a 
complete gas system, the exhibit includes 
appropriate murals and statuary, tracing 
the development of flame gas from its 
earliest days to its present state of gen- 
eral utilization. There are also four trans- 
lite paintings depicting man’s earlier ex- 
periences with fire, and his prehistoric 
struggles to master the awesome flame 
which today is effectively harnessed. 


First REA-financed Telephone 
Installation 


HE linemen of the Fredericksburg & 

Wilderness Telephone Company of 
Chancellor, Virginia, early last month 
were rushing the installation of automatic 
central station equipment and dial instru- 
ments in preparation for the Rural Elec- 
trification Administration’s celebration 
of the first rural telephone hook-up under 
the REA telephone loan program. The 
company, owned by T. E. Thorburn of 
Chancellor, now serves 170 rural sub- 
scribers in the historic Fredericksburg 
area. An additional 130 subscribers will 
be served when the modern equipment 
is installed. 

The formal celebration took place at 
the Fredericksburg Agriculture Fair on 
September 20th when REA emulated a 
similar Bell system celebration in 1948 
by placing a call from the first installed 
instrument to the President at the White 
House. In 1948 the occasion of the one 
millionth Bell-installed phone since VJ- 
Day also was memorialized with a White 
House call from North Carolina. The 
REA event will also feature such trim- 
mings as a parade, a Marine band, and 
speeches by visiting dignitaries. 

Up until now all loan announcements 
represented “allocations” of funds to the 
respective companies. It was not until 
last month that any funds were trans- 
ferred to a company, all details of the con- 
tract having been worked out. On Sep- 
tember 12th REA officials presented Mrs. 
Marian C. Thorburn, secretary-treasurer 
of the company, with a check for $30,- 
323.21. Mrs. Thorburn announced that 


the funds will be used against obligation 
incurred in obtaining the new dial equip- 
ment. 

The new instruments will replace the 
1908 equipment installed when the com- 
pany was founded. Subscribers were en- 
thusiastic over the new telephones and 
service, but some privately admitted that 
they will miss the news value of the old 
multiparty line. A. R. Pemberton, Jr., 
general manager of the company, re- 
ported that the new service will eliminate 
the 10-cent toll charge to Fredericksburg 
and 10 trunks to the near-by town will 
replace the present one-trunk line. 


Texas Illinois Seeks Expansion 
Authority 


8 ds ILLrnoIs NATURAL GAs PIPE- 
LINE Company, of Chicago, has ap- 
plied to the Federal Power Commission 
for authorization to construct facilities 
which would increase the authorized ca- 
pacity of its recently approved pipe-line 
system from 305,000,000 cubic feet daily 
to a new total of 374,000,000 cubic feet. 

Last June, the FPC authorized the 
company to construct at an approximate 
cost of $117,000,000 a pipe-line system 
extending from Texas to Illinois with an 
over-all length of 1,331.5 miles to carry 
natural gas destined for market areas in 
Illinois and Indiana. 

Estimated total cost of the proposed 
new construction is $11,581,800 which 
the company plans to finance by the issu- 
ance of first mortgage bonds for 75 per 
cent of the required capital, the remain- 
ing 25 per cent to be raised through the 
sale of common stock. 

The additional gas would be sold in 
part to some of the company’s presently 
authorized customers, with the remainder 
to be available to communities along the 
route of its pipe-line system not now re- 
ceiving natural gas. 

Texas Illinois said that it has reserved 
7,705,000 cubic feet of the proposed daily 
increase for the distributors of gas in 


Sullivan, Altamount, Carlyle, Becke- 
meyer, Salem, Lovington, Bement, Shat- 
tuck, Hoffman, Sandoval, and Junction 
City—all in Illinois. 
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District of Columbia 


Stiff Fines and Jail Terms 
Proposed for Wire Tapping 


NTERCEPTION or attempting to inter- 
cept any telephone or telegraph com- 
munication by “wire tapping” in the Dis- 
trict of Columbia would draw a jail term 
as long as ten years or a fine of $10,000, 
or both, under provisions of a bill (S 
4154) introduced by Senators Matthew 
M. Neely (Democrat, West Virginia) 


and Harry Darby (Republican, Kansas). 
The Neely-Darby Bill is the outgrowth 
of extensivé hearings beforé a Senate 
District of Columbia subcommittee, delv- 
ing into a maze of charges and counter- 
charges that telephone lines of various 
Senators were freely tapped by conflicting 
interests during a Senate investigation of 
three years ago into various war contracts 
of Howard Hughes, West coast aircraft 
builder and motion picture producer. 





Louisiana 


United Gets Temporary 
Authorization 


Bea United Gas Pipe Line Company, 
of Shreveport, has received tempo- 
rary authorization from the Federal 
Power Commission to construct approxi- 
mately 16 miles of pipeline, a compressor 
station, and a dehydration plant to be lo- 

















cated in Webster, Bossier, and Ouchita 
parishes, in order to augment the supply 
of natural gas to existing customers. The 
new facilities, estimated to cost $1,813,- 
000, will have a daily capacity of approxi- 
mately 100,000,000 cubic feet. The com- 
pany proposes to finance the construction 
out of ¢ash in hand. 


Missouri 


City Ownership of Transit 
System Proposed 
were for municipal ownership 

of the transit system of St. Louis 
has been advanced by Alderman Alfred 
I. Harris (Democrat), who said he will 
introduce a measure to submit to the city’s 
voters on November 7th. 

Harris said he would call for putting a 
referendum question before the voters as 
to whether they favor purchase of the sys- 
tem of the Public Service Company. At 
the same time, he said, he would have the 


voters act on a bond issue to finance the 
purchase. He estimated the bond issue 
would have to be for around $30,000,000. 

Equity value of the stock, a large por- 
tion of which is held by the National 
City Lines, Inc., of Chicago, as shown by 
the books of the company early this year, 
was around $27,000,000. 

The alderman said that a pending fare 
increase prompted his proposal, while 
county résidents are aroused over a pend- 
ing fare increase that would introduce a 
system of zone fares. 


ie 
Nebraska 


Independent L-P Gas 
Association Organized 


Ae of incorporation to form the 
Liquid Petroleum Association of 
Nebraska have been filed with the Secre- 
tary of State. 
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The association is a nonprofit organ- 
ization, and, according to its incorpo- 
rators, was formed to promote use of 
liquefied petroleum gas, and to improve 
distribution and handling of the product. 

It was also stated that the association 
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will “oppose monopoly and any mové+ 
ment within the industry designed t6 un 
duly increase prites or to presefvé oF 
create monopolistic practices in the sale 
or distribution of the product.” 

Officers of the newly formed group 


are: G. J. Abramson, of Holdrege, presi- 
dent ; a P. Murphy, of Saunt vice presi- 
dent ; Howard Coble, of Sargent, second 
vice t; L. J. Roosman, of Hast- 
i } and Erie Dankert, of 
O'Neill, treasurer. 


+ 
New York 


Central Hudson Celebrates 
Fiftieth Anniversary 


Ta nearly eight hundred employees 
of the Central Hudson Gas & Elec- 
tric Corporation, of Poughkeepsie, gath- 
ered the evening of September 22nd to 
reenact the days of 1900 in the New- 
burgh armory to celebrate the company’s 
fiftieth anniversary of service to residents 
and industries of its area. 

Dressed in costumes of the turn of the 
century, the smart set jogged to the 
armory in buggies and surries drawn by 
high-stepping teams, while not a few ad- 
venturous young ladies and their escorts 
sped to the gala affair on bicycles. Risk- 
ing ridicule, a few daring souls gambled 


their lives in the newfangled horseless 
carriages. 

Seated at dinner on either side of a 
gaily decorated and gas-lighted “street,” 
the group sang songs of a half-century 
ago, staged a costume contest, heard an 
address by President Ernest R. Acker, 
and then celebrated with a general Mardi 
Gras. 

Central Hudson dates its official start 
from the formation in 1900 of the New- 
burgh Light, Heat & Power Company. 
This original Central Hudson Company 
was the result of the union of a gas com- 
pany, the Consumers Gas Company, and 
an electric company, the Consolidated 
Gas, Electric Light, Heat & Power Com- 


pany. 


Tennessee 


Council Approves Gas 
System Bid 


TS Harriman city council recently 
approved the bid of $439,135 sub- 
mitted by Bush Building Company, of 
Nashville, for construction of a local nat- 
ural gas distributing system. 

The Bush bid, the only one submitted, 
was about 20 per cent above an estimate 
prepared and evaluated as of last July by 


a firm of consulting engineers retained 
by the city. 

It was reported that the Bush firm was 
the only one able to procure enough pipe 
to proceed with line construction at this 
time. The bid was approved provided 
within eighty days a $550,000 bond issue 
can be sold and East Tennéssee Natural 
Gas Company’s application to supply the 
city is approved by the Federal Power 
Commission. 


cd 
Washington 


WWPC Seeks Hydro 
Permit in Idaho 


Tre Washington Water Power Com- 
pany has applied to the Federal 
Power Commission for a preliminary per- 
mit to construct a 200,000-kilowatt hy- 
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droelectric plant at Cabinet Gorge, on the 
Clark Fork river in Bonner couftty, 
Idaho. The project is estimated to cost 
more than $40,000,000 and would in- 
crease the company’s generating capacity 
to more than 400,000 kilowatts when 
completed. 
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Progress of Regulation 


Interruptible and Off-peak Gas Rates Increased 
To Remove Discrimination 


bp Illinois commission authorized a 
gas company to increase rates for 
gas sold in large volume for industrial 
or commercial use on an interruptible or 
off-peak basis. Since the reasonableness 
of the company’s over-all utility earnings 
was being investigated in another pro- 
ceeding, the commission did not deem it 
necessary to consider earnings or prop- 
erty value. 

Evidence did not warrant the conclu- 
sion that the increase was necessary to 
assure a fair return on the fair value of 
the company’s property. As a matter of 
fact, the company did not seek to justify 
the proposed rate increase on that ground 
but urged approval regardless of over-all 
return. The commission did order, how- 
ever, that the increased return resulting 
from the proposed rate increase should 
be put in a special reserve to meet special 
nonrecurring costs of integrating a pro- 
posed new gas supply into the company’s 
system, and thus reduce any additional 
expense to customers that might other- 
wise result from furnishing the increased 
gas supply. 

The average rate per therm for inter- 
ruptible customers was only 14 per cent 
of the average rate for residential cus- 
tomers without space heating, 22.6 per 
cent of that for residential customers with 
space heating, 30.3 per cent of that for 
firm industrial customers, and 21.8 per 
cent of that for all general customers. The 
average rate for off-peak customers was 
only 17.2 per cent of the average rate for 
residential customers without space heat- 
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ing, 27.9 per cent of that for residential 
customers with space heating, 37.4 per 
cent of that for firm industrial customers, 
and 26.9 per cent of that for all general 
customers. : 

The commission held that since the in- 
terruptible and off-peak customers were 
participating in the benefits afforded by 
the availability of gas service in their area, 
they should bear with the other customers 
a reasonable share of the total cost of 
providing that service. Under existing 
rates they were not bearing a reasonable 
share. 

Consequently, existing rates for in- 
terruptible and off-peak service were 
unreasonably preferential and discrimina- 
tory. 

The commission did say, however, that 
the difference in the character of the serv- 
ice provided each group warranted some 
variance between rates to interruptible 
and off-peak customers and the rates to 
general customers. Off-peak customers 
receive gas only during certain months 
of the year. Interruptible customers are 
subject to curtailment of service if serv- 
ing them would increase the demand be- 
yond the existing capacity of the com- 
pany at any given time. These customers 
are, therefore, required to maintain stand- 
by facilities for conversion to other types 
of fuel to assure year-around operation. 
General customers are entitled to unin- 
terrupted service throughout the year. 

The new rates, although lower than 
general service rates, were found to be 
high enough to meet all costs of render- 
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ing this special service which would not 
be incurred if the company did not serve 
such customers at all. Interruptible cus- 
tomers would not continue to use gas on 
that basis if rates were set at a level where 
it would be economically advantageous 


to use other fuels. Therefore, these rates 
could not be higher than the comparable 
costs of alternative fuels. The proposed 
rates were below prevailing prices of coal 
or oil. Re Peoples Gas Light & Coke Co. 
(No. 37859). 


e 


War Conditions Considered by Commission in Authorizing 
Issue of Securities 


T= New York commission author- 
ized the New York State Electric & 
Gas Corporation to issue and sell $4,- 
000,000 par value of serial preferred stock 
bearing an annual dividend rate of 4.15 
per cent and $12,500,000 principal 
amount of first mortgage bonds bearing 
an interest rate of 2.8 per cent per an- 
num, in accordance with the terms of pur- 
chase agreements with various insurance 
companies. 

The commission found that the issu- 
ance of these securities was in the public 
interest and that the funds were required 
for proper capital purposes. The funds 
would be required shortly for the con- 
tinuation of the company’s construction 
program which was inaugurated after 
World War II. 

It seemed reasonable to conclude that, 
bearing in mind the present unstable mar- 
ket conditions and with knowledge of the 
financial experience of the corporation’s 
officials in recent financing matters, the 
proposed interest and dividend rates con- 
tained in the negotiated agreements would 
produce the lowest cost of money under 
existing circumstances. An important fac- 
tor in considering the interest rate was 
the particular advantage resulting from 
the proposed negotiated sale of the bonds. 
The commission said : 


Aside from the savings in costs that 
a public offering would entail, the pro- 
posed purchase agreements permit the 
money to be drawn down in instal- 
ments—thereby eliminating the inter- 
est charges on the entire amount, which 
would begin to accrue, if competitive 
conditions prevailed, the moment the 
issue was sold. In this connection, Mr. 
Rowe [company secretary-treasurer] 


pointed out that the interest sav- 
ings resulting from the instalment 
draw-down plan would amount to 
about $149,000, on the basis of a 2.8 
per cent interest rate. He testified also 
that if the corporation were required 
to sell the bonds as the result of com- 
petitive bidding, it would have to real- 
ize an interest rate of 2.75 per cent, or 
better, in order to counterbalance the 
savings in interest resulting from the 
negotiated arrangements with the in- 
surance companies and pay the addi- 
tional costs required by a public offer- 
ing. 

The commission noted the possible 
problem of the corporation having a sub- 
stantial amount of idle funds, in the event 
the present unsettled conditions become 
more serious and the Federal government 
restricts construction activities to bare 
essentials. If this unusual condition were 
to become an actuality after consumma- 
tion of the contracts with the insurance 
companies, the company might be faced 
with the problem of investing a consider- 
able amount of surplus funds in a manner 
to offset the current cost of such funds. 
The commission continued : 


There are, of course, several possi- 
bilities—depending upon the circum- 
stances existing at the time. Such funds 
could probably be invested in govern- 
ment securities, in which case the possi- 
ble yield would only partially offset the 
debt service cost of the new bonds. An- 
other possibility would be the redemp- 
tion of some of the presently outstand- 
ing bonds and preferred stock. The 
corporation has 3 per cent and 3} per 
cent bonds outstanding which are sub- 
ject to redemption, as well as preferred 
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stock calling for an annual dividend of 
43 per cent. If such funds were to be 
used for redemption purposes, the man- 
ner in which they could be used most 


advantageously would, of course, have 
to be determined. 
Re New York State Electric & Gas Cor), 
(Case 15006). 


e 


Commission Discusses Method of Computing Depreciation 


eB Michigan commission, in pass- 
ing upon a public utility company’s 
estimate of operating expenses for rate- 
making purposes, revised depreciation 
expense. The company had used a retire- 
ment reserve method. The annual accrual 
for depreciation expense as so computed 
was dependent upon the amount of plant 
additions and retirements and contained 
a substantial variation from year to year. 

As part of its normalizing procedure, 
the commission’s staff made its deprecia- 
tion estimates on the basis of estimated 
service lives and estimated salvage rates 
by classes of plant. The composite depre- 
ciation rate used was 2.72 per cent based 
on average depreciable plant in service. 


The commission held that the com- 
pany’s retirement reserve, consisting of 
an arbitrary limit of 17 per cent on al 
reserves and accruing only to reach that 
limit, was inadequate and improper. Very 
short-lived accounts would have a tend 
ency to a higher reserve ratio. 

It was said to be important for rate 
making that the reserve be accrued cur- 
rently by charges to customers and that 
it bear a relation to service life of the 
property. Thus, over that life the invest- 
ment made by the security holders of the 
company could be fully recovered from 
those benefiting by the use of that prop 
erty. Re Alpena Power Co. (D-2999. 
50.1). 


7 


Reorganization Plan Involving Allocation of Stock 
Upheld by Court 


aa court of appeals affirmed an or- 
der of the district court directing 


enforcement of a plan for reorganization 
and consolidation of Long Island Light- 
ing Company and its subsidiaries, Queens 
Borough Gas & Electric Company and 
Nassau & Suffolk Lighting Company. 
The consolidated corporation under the 
plan is to distribute common no par stock 
in the following proportions: to Long 
Island preferred stockholders 76.98 per 
cent, to Queens preferred stockholders 
11.51 per cent, to Nassau preferred stock- 
holders 5.8 per cent, and to Long Island 
common stockholders 5.71 per cent. Out- 
standing debts of the companies will re- 
main unaffected. 

The court at the outset overruled a con- 
tention that the Securities and Exchange 
Commission, which approved the plan in 
83 PUR NS 465, had no jurisdiction be- 
cause the operations of the companies are 
wholly intrastate. A sufficient answer, 
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said the court, was that interstate distri- 
bution of Long Island’s securities brings 
it and its subsidiaries within the coverage 
of the Holding Company Act. 

The decision in Halstead v. Securities 
and Exchange Commission (1950) 182 
F2d 660, was said to be conclusive as to 
the power of the commission to refuse 
permission to a committee to solicit con- 
tributions from stockholders in opposing 
the plan. It did not, however, determine 
whether the effect of the order was such 
as to invalidate the hearings in the § 1! 
(e) proceedings, but the court found no 
basis for a claim of prejudice from the 
commission’s refusal to permit solicita- 
tion of funds, 

Any estimate of prospective earnings 
is a forecast which cannot possess mathe- 
matical certainty, said the court, in over- 
ruling a contention that developments 
subsequent to the commission’s approval 
of the plan in 1949 required the proceed- 
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wings to be resubmitted for further evi- 


dence. 
The court said that if every slight 


‘Bidiscrepancy between estimate and actual- 


=e 


Fes & 


So 4 


a 


So 8 Fe 


ity requires that hearings be reopened, 
the case would never end. 

Objections that the commission had not 
given weight to growth factors in mak- 
ing its estimate of future income were 
also overruled. The court said that con- 
ceding that the system might be allowed 
to earn a larger return in an expanded 
plant, it did not follow that increased fu- 
ture earnings would inure entirely or at 
all to holders of present common stock. 

No merit was found in a contention 
that the commission should have deter- 
mined whether or not a recapitalization 
plan under state law had become effective. 
This plan had been undertaken while 
Long Island and its subsidiaries were 
exempted from registration under the 
Holding Company Act. Later the exemp- 
tion had been revoked. The court said 
that any change in its capitalization was 
subject to review by the Securities and 
Exchange Commission and, even if ef- 
fective under state law, could be disre- 


garded by the commission in a plan filed 
under § 11(e) since what is “fair and 


equitable” is a Federal question. The 
commission was not required to decide 
the merits, under state law, of conflict- 
ing claims. 

A dispute had arisen as to the possi- 
bility of a deficiency in reserves for de- 
preciation. The New York commission 
had found that the companies’ reserves 
for depreciation were inadequate on a 


straight-line basis. The companies in 
ceedings before the Securities and Ex- 
change Commission had stated their in- 
tention of eliminating the asserted de- 
ficiencies in their book reserves by in- 
creasing the reserves with corresponding 
charges to earned surplus as a step in 
consolidation and recapitalization. Later, 
they informed the commission that they 
no longer intended to increase the re- 
serves but would place the amount in- 
volved in an account designated “un- 
earned surplus” to be available for trans- 
fer to reserves for depreciation or for 
other charges which might be approved 
by appropriate regulatory authorities. 

The court ruled that the commission 
did not have to reopen the proceedings 
because of this question. The commission 
was not required to determine what rate 
base the state commission would allow. 
No finding by the Federal commission 
would bind the state regulatory body and 
there was no impropriety in the commis- 
sion’s acceptance of the figure found by 
the state commission, without further in- 
dependent inquiry, for the purpose of 
checking its estimate of future income. 

What the future earnings of any com- 
pany will be is largely guesswork, said 
the court, and it would not interfere with 
the commission’s treatment of consoli- 
dated savings under the plan. The com- 
mission had shown that it made “at least 
a rational guess about the expectable in- 
fluence of this factor.” Stockholders Com- 
mittee of Long Island Lighting Co. v. 
Securities and Exchange Commission, 
183 F2d 45. 


7 


Elimination of Trains Restricted 


TS New York commission required 
continued operation of certain pas- 
senger trains in view of the needs of the 
public. The commission said: 


A railroad may, with due regard to 
adequate service and public necessity 
and convenience, readjust its passenger 
train operating schedules. That does 
not mean that it may arbitrarily elimi- 
nate trains or change schedules. The 
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railroad company, under the law, must 
always render adequate service, and in 
carrying out that obligation it cannot 
necessarily expect every individual 
train to operate at a profit for that 
train. When a railroad eliminates trains 
or changes its schedules, it must be pre- 
pared to justify its decisions. 

Re Smucker, Trustee (Long Island Rail 

Road Co.) (Case 14697). 
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Other Important Rulings 


Bow New York commission held, in 
a gas utility’s certificate proceeding, 
that a 10-year period for amortizing the 
cost of converting to natural gas would 
be excessive and that a 7-year period 
should be sufficient. Re Central Hudson 
Gas & E. Corp. (Case 14475). 


The supreme court of Arkansas held 
that the constitutional restriction on a 
municipality’s bonded indebtedness does 
not prohibit an indebtedness on account 
of the construction of a municipal gas 
transmission and distribution system 
where the indebtedness is of a self-liqui- 
dating type. Austin v. Manning, 231 
SW2d 101. 


The New Jersey Board of Public 
Utility Commissioners refused to give 


any consideration, in a water rate pro 
ceeding, to a finding which it had mac 
over twenty years ago as to the company’s 
rate base. The board explained that be. 
cause of expansion in property, increased 
investment, and radical changes in wages 
and prices over two decades, the earlier 
finding was no longer of any value. Re 
Sommerville Water Co. (Docket No. 
5092). 


The Pennsylvania commission author- 
ized railroads operating throughout the 
state to publish and maintain rates on al- 
coholic liquors, in the Official Classifica- 
tion so that the railroads would be able 
to meet motor carrier competition. The 
commission ruled that the new rates 
would not burden other traffic. Re Boin 
(Intermediate Rate Docket No. 90). 
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FEDERAL POWER COMMISSION 


Re Mississippi River Fuel Corporation 


Opinion No. 198, Docket No. G-1281 
July 28, 1950 


PPLICATION by natural gas pipe-line company for certificate 
L \ of public convenience and necessity to construct, lease, and 
operate facilities; granted in part. 


nterstate commerce, § 37.1 — Scope of Natural Gas Act — Pipe-line company. 
1. A corporation owning natural gas pipe lines, producing no natural gas 
but purchasing its requirements in one state and transporting such gas for 
sale directly to consumers for industrial and other uses and to distributors 
for resale, in other states, is a natural gas company within the meaning of 
the Natural Gas Act, and the interstate transportation and sale of such 
gas for resale is subject to the jurisdiction of the Federal Power Commission, 
p. 4 

ertificates of convenience and necessity, § 53.5 — Operations and facilities subject 

to regulation — Natural Gas Act. 

2. The proposed construction, leasing, and operation of facilities which will 
be operated as an integral part of a natural gas company’s pipe-line system 
and will be utilized by it for the transportation and sale of natural gas in 
interstate commerce directly to consumers for industrial and other uses 
and to utility distributors for resale, are subject to the provisions of § 7 of 
the Natural Gas Act, 15 USCA § 717f, relating to the grant of certificates 
of convenience and necessity, p. 4. 


Certificates of convenience and necessity, § 85.1 — Lease and operation of facilities 
— Natural gas company. 

3. A certificate of convenience and necessity should not ordinarily be granted 

to an interstate natural gas company, under § 7 of the Natural Gas Act, 15 

USCA § 717£, to lease and operate, under a lease and option agreement, 

compressor stations financed and constructed by a company not subject to 
regulation, p. 5. 
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Certificates of convenience and necessity, § 77 — Ability to serve — Natural @f. 


sup ply. 
4. An applicant for a certificate of convenience and necessity authorizij 
the construction, extension, or acquisition of facilities for the transportatif 
or sale of natural gas must show that it possesses a supply of natural » 
adequate to meet, for a reasonable future period, those demands for fi 
service which it is reasonable to assume will be made upon it, p. 9. 


Certificates of convenience and necessity, § 77 — Ability to serve — Establish 
company — Natural gas supply. 

5. The Commission may properly deny a certificate of convenience a 
necessity for construction and operation of natural gas facilities when tf 
applicant fails to show that it possesses an adequate supply of natural g 
warranting the authorization of all of the facilities proposed even thoug 
the applicant is a long established natural gas pipe-line company to whic 
it claims, different standards with respect to gas reserves and deliverabilit 
should be applied than to new companies, p. 12. 


Certificates of convenience and necessity, § 5 — Authority of Federal Power Co 
mission — Partial grant of authority. 


6. The Federal Power Commission has authority under the Natural Ga 


Act, in passing upon certificate applications, to authorize the whole or ar 
part of any projected expansion by a natural gas company which, afte 
public hearings, is found to be required by public convenience and necessity 
p. 13. 


Certificates of convenience and necessity, § 2 — Unauthorized construction 
Natural gas facilities. 


7. The construction and operation by a natural gas company of addition: 
compressor capacity and compressor stations without authority from th 
Federal Power Commission constitutes a violation of the provisions of § 
of the Natural Gas Act, 15 USCA § 717f, not exempted by § 157.14 of th 
Commission’s General Rules and Regulations permitting certain tempora 
acts and operations limited to a single period of not more than sixty day 
without certificate authorization, p. 14. 


¥ 


Opinion and Order in Part Issuinga (1) Compressor Facilities— 
Certificate of Public Convenience (a) To construct and operate 4,10 
and Necessity and in Part horsepower of additional compresso 


river, | 
east si 


Reopening the Proceeding units in two previously authorize@j’ 


By the Commission: This proceed- compressor stations as follows: 


ing concerns the application filed in alia id Rani 
Docket No. G—1281 by Mississippi Fistveiiie, Le. 2.100 
River Fuel Corporation (Applicant) West Point, La. 2,000 
on September 19, 1949, as amended 410 
January 30, May 15, and June 16, 


1950, for a certificate of public conven- (b) To lease and operate seven new 


ience and necessity pursuant to § 7 of compressor stations with a total diy 


the Natural Gas Act, 15 USCA § 717 28,380 horsepower, the new station 
f, as amended, for authorization: to be constructed by the Stupp Broth 
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brs Bridge and Iron Company, as fol- 
Ows : 


Total 
Rated HP 
3,520 
5,500 
4,400 
3,520 
4,400 
2,640 
4,400 


Number 


Location of Units 


29 28,380 


(2) Gas Scrubbers—To construct and 
‘operate seven 66-inch gas scrubbers, 
pne each downstream from the dis- 
harge of each of the proposed seven 
ew compressor stations, and two 60- 
Minch scrubbers, to increase the capacity 
of the existing scrubbers located down- 
“stream from Applicant’s existing Per- 
yville No. 2 and West Point No. 2 
compressor stations. 


(3) Mississippi River Crossing Facil- 
ities—For the purpose of making ad- 
Aditional deliveries of gas to the Laclede 
§ ™@Gas Company in St. Louis, to con- 
@struct and operate approximately 4.6 
miles of 123-inch pipe line, in a 4-line 
‘manifold crossing of the Mississippi 
river, extending from a point on the 
east side of the Mississippi river in 
St. Clair county, Illinois, to a point 
on the west side of the river in St. 
Louis county, Missouri, in the vicin- 
ity of Laclede Gas Company’s coke 
plant ; and to construct and operate ap- 
proximately 7/10 of a mile of 24- 
mnch pipe line to connect the east head- 
er of this new river crossing with Ap- 
plicant’s Alton pipe-line facilities. 


(4) Dubach-Perryville Pipe Line— 
To construct and operate approxi- 
mately 40 miles of 18-inch diameter 
pipe line extending from a point near 
Dubach, Lincoln Parish, Louisiana, 
easterly to a point of connection with 
the southern terminus of Applicant’s 
existing pipe-line system at its Perry- 
ville compressor station near Perry- 
ville, Ouachita Parish, Louisiana, for 
the purpose of connecting to its sys- 
tem additional sources of natural gas 
supply. 

The projected facilities are designed 
to increase Applicant’s system daily 
sales capacity from 266,000 to 375,000 
thousand cubic feet,’ for the purpose, 
according to the amended application, 
of meeting increased demands of Ap- 
plicant’s existing utility customers, to 
deliver natural -gas for distribution 
in thirty communities in Arkansas and 
Missouri which are now without nat- 
ural gas service, and to make avail- 
able to its main line, direct sale cus- 
tomers additional volumes of natural 
gas. 

Pursuant to due notice, public hear- 
ings were held in Washington, D. C., 
on May 24, 25, 26, and June 14, 15, 
and 16, 1950, concerning the matters 
involved and the issues presented by 
the amended application. Parties were 
afforded an opportunity for filing 
briefs, and proposed findings and con- 
clusions, with supporting reasons. 
Main brief of Applicant was filed on 
June 30, 1950, the brief by Commis- 
sion staff counsel on July 11, 1950, 





1 The presently authorized capacity of 266,000 
thousand cubic feet per day is provided by 
facilities covered by the certificates issued to 
mApplicant by the Commission’s order dated 
March 1, 1944, in Docket No. G-291, 4 FPC 
535 ; by findings and order dated August 27, 
1946, in Docket No. G-583, 5 FPC 742; opin- 
ion and order dated August 28, 1946, in Docket 


No. G-713, 5 FPC 206, 65 PUR NS 184; 
presiding examiner’s initial decision and order 
dated November 6, 1947, which became effec- 
tive on December 8, 1947, as the final decision 
and order of the Commission in Docket No. 
G-863, 6 FPC 280; and findings and order 
dated November 23, 1948, in Docket No. G-999, 
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and Applicant’s reply brief on July 
19, 1950. This proceeding is now 
before the Commission for decision 
under the provisions of § 1.30 
(d) (5) of the Commission’s Rules 
of Practice and Procedure ,18 CFR 
1.30(d) (5)], Applicant having moved 
for the omission of the intermediate 
decision procedure pursuant to § 1.30 
(c) of the said rules and all partici- 
pants in the hearing having concurred 
in such procedure. 

By order of the Commission, upon 
petitions therefor, the following were 
allowed to intervene in this proceed- 
ing: National Coal Association and 
United Mine Workers of America; 
Railway Labor Executives Associa- 
tion; Fuels Research Council, Inc.; 
United Gas Pipe Line Company; 
Southern Natural Gas Company; II- 
linois Power Company; and Laclede 


Gas Company. Notices of interven- 
tion were filed by the Public Service 
Commissions of the states of Arkansas 


and Missouri. At the hearings ap- 
pearances, in addition to those of Ap- 
plicant and Commission staff counsel, 
were entered by the said state Com- 
missions and interveners Illinois Pow- 
er Company, Laclede Gas Company 
and Southern Natural Gas Company. 
The intervening coal and labor in- 
terests made no appearance nor par- 
ticipated at any time during the hear- 
ings; neither did intervener United 
Gas Pipe Line Company. 

[1] Applicant, a Delaware corpo- 
ration, owns, among other things, two 
natural gas transmission pipe lines, 
Line No. 1 being principally 22-inch 


diameter pipe and Line No. 2 being 
in part 22-inch and in part 24-inch 
diameter pipe, extending in a north- 
erly direction from a point in the state 
of Louisiana, known as Perryville, 
near the Monroe gas field, approxi. 
mately 500 miles through the states 
of Arkansas and Missouri and into 
the state of Illinois. Line No. 1 was 
constructed by Applicant in 1929 and 
has been operated by it continuously 
since that time. Line No. 2 was com- 
pleted by Applicant in 1949. Appi. 
cant produces no natural gas but pur. 
chases its requirements in the state of 
Louisiana and transports large quan 
tities of natural gas so purchase 
through its pipe-line system out of th 
state of Louisiana into and through 
the states of Arkansas, Missouri, and 
into Illinois, and sells such gas directly 
to consumers for industrial and other 
uses, and to distributors for resale to 
consumers for domestic, commercial, 
and industrial uses. The interstate 
transportation and the sale of such 
gas in interstate commerce for resale 
are subject to the jurisdiction of the 
Commission and Applicant is a “nat- 
ural gas company” within the mean- 
ing of the Natural Gas Act as the 
Commission has heretofore found in 
prior proceedings involving Applicant’ 

[2] The proposed facilities for 
which certificate authorization i 
sought herein, including the facilities 
to be constructed and operated by Ap- 
plicant and those to be leased and oper- 
ated by it, will be operated as an in 
tegral part of Applicant’s natural gas 
transmission pipe-line system and wil 





£In Re Mississippi River Fuel Corp. Docket 
No. G-291, order dated March 1, 1944, 4 FPC 
535, and other decisions cited in Note 1, supra; 
see also opinion and order dated May 31, 1940, 
Re Mississippi River Fuel Corp. Docket No. 
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G-150, 2 FPC 170, 34 PUR NS 8; and opinions 
and order dated November 9, 1945, Re Missis- 
sippi River Fuel Corp. Docket No. G-462, | 
FPC 340, 63 PUR NS 89. 
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be utilized by it for the transportation 
and sale of natural gas in interstate 
commerce directly to consumers for 
industrial and other uses, and to util- 
ity distributors for resale for domes- 
tic. commercial, and industrial uses. 
Accordingly, such proposed construc- 
tion, leasing, and operation of the 
facilities covered by the amended ap- 
plication herein are subject to the 
provisions of § 7 of the Natural Gas 
Act, as amended. 

The cost of the facilities covered 
by the amended application, as esti- 
mated by Applicant upon the basis of 
its recent construction experience, ap- 
pears reasonable. Such estimated 
costs are summarized below: 


Compressor Facilities 
28,380 horsepower in seven new 
stations to be constructed by 
Stupp Brothers Bridge and Iron 
Company 
4,100 additional horsepower to be 
constructed by Applicant in two 
existing stations 
Gas Scrubbers 
Mississippi River Crossing 
Seven-tenths mile of 24-inch pipe 
line, 4.6 miles of 123-inch mani- 
fold lines, and regulating and 
metering facilities 
Dubach-Perryville Pipe Line 
40 miles of 18-inch pipe line and 
regulating and metering facil- 


779,000 
351,000 


610,440 


1,754,555 
$8,887,195 


Total of additional facilities to be 
leased from Stupp' Brothers 
Bridge and Iron Company 

Total of additional facilities to be 
owned by Applicant 


$5,392,200 


Total estimated cost 


$8,887,195 


Additional system sales capacity of 
approximately 109,000 thousand cubic 
feet per day is projected by means of 
the proposed facilities, which are de- 
signed to increase the nominal daily 


delivery capacity of Applicant’s sys- 
tem from 266,000 thousand cubic feet, 
heretofore authorized, to approximate- 
ly 375,000 thousand cubic feet. On 
assumed peak day sales of 375,000 
thousand cubic feet, the record shows 
that Applicant’s gas supply require- 
ments will approximate 395,000 thou- 
sand cubic feet, including estimated 
fuel requirements of 20,000 thousand 
cubic feet. The design of the addi- 
tional facilities appears reasonably ade- 
quate for increasing Applicant’s sys- 
tem sales capacity to 375,000 thou- 
sand cubic feet per day. The record 
indicates that if its system were aug- 
mented as projected, it would be capa- 
ble, by utilizing line pack, lower win- 
ter flowing temperatures, and a rea- 
sonable overload of compressor units, 
of delivering approximately 400,000 
thousand cubic feet per day for periods 
of a few days. 

[3] Of the 32,480 additional com- 
pressor station horsepower covered by 
the amended application, 28,380 horse- 
power are to be installed in seven new 
compressor stations, at an estimated 
construction cost of $5,392,200. These 
stations are proposed to be financed 
and constructed by the Stupp Brothers 
Bridge and Iron Company and leased 
to Applicant for a primary term of 
twenty-eight years, with Applicant 
having an option to extend the term of 
the lease for ten years at a rental to 
be agreed upon mutually by the par- 
ties. An option is also given to the 
Applicant to purchase the stations at 
stated amounts after the first five 
years of operation. 

The evidence shows that under a 
letter agreement between Applicant 
and Stupp Brothers, dated Septem- 
ber 19, 1949, as amended April 13, 
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1950, it is contemplated that Stupp 
Brothers, an unaffiliated concern, will 
finance and construct the seven new 
stations, and upon their completion, 
individual indentures of lease cover- 
ing each station will be entered into 
providing for the payment of certain 
fixed rentals “per $1,000,000 contract 
price,” ranging from $63,000 per an- 
num during the first 5-year period, 
to $42,000 per annum during the 
last eight years, for an estimated ag- 
gregate rental exceeding $8,000,000 
in twenty-eight years. Applicant’s 
president testified that the “contract 
price” is the actual cost of facilities 
built at prices to be determined by com- 
petitive bids, plus 5 per cent thereof, 
allegedly to cover Stupp Brothers’ ov- 
erhead ; in other words, a fee to Stupp 
of over $250,000, which is proposed 
to be added to the “contract price” on 
which Applicant proposes to pay ren- 
tals possibly twenty-eight to thirty- 
eight years. 

The record shows that the stations 
proposed to be leased are to be con- 
structed in accordance with Appli- 
cant’s plans and specifications, that all 
subcontractors are to be approved by 
Applicant, that it is to have complete 
supervision of the design of said com- 
pressor stations and all equipment and 
of the purchase of material and equip- 
ment, and the full right of supervision 
and inspection of the construction 
work. Also, Applicant is to approve 
all disbursements made by Stupp 
Brothers in connection with the con- 
struction of the seven stations. Dupli- 
cate sets of records are to be main- 
tained with respect to such construc- 
tion, one set to be in the custody of 
Stupp Brothers and the other in the 
custody of Applicant. It appears from 
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the record that under the leasing ar- 
rangement covering the seven stations, 
Applicant will, as a practical matter, 
do about everything that it would do 
if it were to construct the stations, 
other than their financing. In sub- 
stance, the financing of the stations 
appears to be the principal function 
that Stupp Brothers would perform in 
this instance, for a fee expected to ex- 
ceed $250,000. Clearly, such fee does 
not appear warranted upon the evi- 
dence before us in this case. 

Stupp Brothers, the proposed lessor 
of the seven new compressor stations, 
in conjunction with Applicant, the 
proposed lessee, already has con- 
structed two (Glendale and Biggers) 
of the seven stations in question, and 
at the time the hearings were con- 
cluded on June 16, 1950, was in the 
process of constructing another 
(Twelvemile) of these stations. The 
proposed lessor is not before this Com- 
mission and may not be subject to the 
Commission’s jurisdiction so long as 
such facilities are not to be operated 
by it for the transportation or sale of 
natural gas in interstate commerce 
for resale for ultimate public con- 
sumption. Irrespective of that ques- 
tion, it is clear here that substantial 
facilities proposed to be leased and 
operated by Applicant as_ integral 
parts of its natural gas pipe-line sys- 
tem, subject to the jurisdiction of this 
Commission, have been constructed 
without any opportunity being af- 
forded the Commission to scrutinize 
the project prior to such actual con- 
struction, contrary to the intent and 
purpose of the Natural Gas Act. They 
may not, of course, be used for the 
transportation and sale of natural gas 
in interstate commerce without this 
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Commission’s authority, and such con- 
struction is at great risk to the owner 
without prior Commission approval. 
No justification is apparent for the 
Applicant’s embarking on the program 
in collaboration with the owner in dis- 
regard of this Commission. 

The leasing arrangement proposed 
by Applicant here, from the viewpoint 
of this individual case or of a pattern 
for natural gas companies which are 
subject to the Commission’s regula- 
tory authority under the Natural Gas 
Act, presents novel features which may 
not be in the public interest. The leas- 
ing of the seven new compressor sta- 
tions here represents an arrangement, 
in effect, for financing the facilities 
in a manner equivalent to the issuance 
of 100 per cent debt securities. The 


lease rentals represent a binding fixed 
charge upon Applicant of higher pri- 


ority than interest on its first mortgage 
bonds. In this case the record shows 
that no necessity exists for Applicant 
resorting to the proposed leasing ar- 
rangement, since the evidence shows 
that Applicant could readily finance 
the construction of the seven new com- 
pressor stations, if it desired to do so. 


If the leasing of the seven new 
compressor stations should be ap- 
proved, we believe that the arrange- 
ment would in the future be the source 
of grave accounting, rate making, and 
other questions involving the protec- 
tion of the public interest, particularly 
since the leased facilities apparently 
are not to be owned by a “natural gas 
company” subject to the Commission’s 
jurisdiction under the Natural Gas 
Act. For example, if either party to 
the lease arrangement should default, 
there would naturally arise questions 
of the rights of the parties. Lessor 


would own the equipment originally 
installed in the station while lessee 
would have title to additions and re- 
placement parts. Rate base questions 
probably would occur also, although in 
the instant proceeding the proposed 
lessee has indicated that the leased 
facilities would not be claimed as rate 
base items. It is conceivable, however, 
that at a subsequent time different 
management might claim the leased 
facilities as property used and useful 
in the public service and includible in 
the rate base. Ownership by Appli- 
cant of these new stations should ob- 
viate occurrences of such problems. 

In the circumstances of this case, 
the record does not warrant, in our 
opinion, finding that the proposed leas- 
ing of the seven new compressor sta- 
tions would be in the public interest or 
is required by public convenience and 
necessity. We do not consider that 
the leasing of natural gas transmission 
pipe-line facilities, to be owned by les- 
sors that are not natural gas companies 
and are not subject to regulation in 
the public interest under the Natural 
Gas Act, would serve the public in- 
terest under the circumstances here 
presented. 

Only a showing of exceptional cir- 
cumstances and compelling public ne- 
cessity should be considered as a jus- 
tification for granting a certificate 
authorization to a “natural gas com- 
pany” to lease and operate newly or 
to be constructed natural gas pipe-line 
facilities. The showing here fails to 
warrant an exception. Accordingly, 
the reopening of this proceeding as 
hereinafter ordered will afford Appli- 
cant an opportunity to amend its ap- 
plication and seek authority to acquire 
or construct, finance, and operate the 
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proposed seven compressor stations, 
in lieu of leasing them. 

As distinguished from the facilities 
proposed to be leased, the cost of the 
other facilities covered by the amended 
application, namely, the additional 
4,100 compressor station horsepower, 
gas scrubbers, Mississippi river cross- 
ing facilities, and the Dubach-Perry- 
ville pipe line, is estimated at $3,494,- 
995. The evidence shows that the 
4,100 additional horsepower (2,100 
and 2,000 at Applicant’s Perryville 
No. 2 and West Point No. 2 com- 
pressor stations, respectively) were in- 
stalled and placed in operation by Ap- 
plicant during 1949, at a cost of about 
$779,000 ; the remaining unconstruct- 
ed facilities amount to approximately 
$2,715,995. The evidence shows that 
Applicant has sufficient funds on hand 
for financing such construction. Ap- 
plicant has a comparatively low debt 
ratio to total capitalization and, ac- 
cording to the evidence, is in a posi- 
tion to raise additional funds by either 
equity or debt financing should it have 
need therefor. 

Upon the basis of Applicant’s esti- 
mated revenues and expenses, the con- 
struction and operation of the pro- 
jected facilities appear to be economi- 
cally feasible assuming that adequate 
gas supplies were available for under- 
taking the expansion of Applicant’s 
system to a daily sales capacity of 
375,000 thousand cubic feet. Its rev- 
enue estimates, so far as estimated sales 
subject to Commission jurisdiction, 
were based upon the rates contained in 
Applicant’s FPC gas tariff currently 


on file with the Commission. Appli- 
cant has not proposed, as a part of the 
proceeding herein, any change in its 
filed tariff in connection with the pro- 
posed facilities covered by the amend. 
ed application. 

By means of the projected facilities 
Applicant proposes to increase its sys- 
tem sales capacity by approximately 
109,000 thousand cubic feet per day. 
The record discloses there unquestion- 
ably exists a public demand and mar- 
ket for the increased volumes of nat- 
ural gas that the projected facilities 
would be capable of transporting and 
delivering to Applicant’s customers 
and markets. 

Considerable data were presented 
by Applicant regarding the estimated 
peak day and annual gas requirements 
of all classes of customers, including 
estimates for the years 1950 through 
1955. These estimates were based 
principally on information furnished 
by its customers; that is particularly 
true with respect to the utility cus 
tomers purchasing gas from Applicant 
for resale for domestic, commercial, 
and other uses. From the evidence 
presented, there is summarized in the 
tabulation appearing on the page next 
following [omitted herein] Applicant’s 
actual requirements in 1949 and its 
estimated requirements in 1950 and 
1951, both on a peak day and annual 
basis. 


Examination of the summary tabu- 
lation of the estimated requirements 
of Applicant’s customers readily dis- 
closes very substantial increased de- 


mands for natural gas. Applicant’s 





8 Applicant on May 2, 1950, completed the 
sale of 245,708 shares of common stock at $34 
a share, with proceeds amounting approximate- 
ly to $8,350,000 before deduction of expenses 
of the sale of about $80,000. The funds from 
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this financing were utilized principally to retire 

on May 2, 1950, Applicant’s $7,250,000 bank 

oo Guaranty Trust Company of New 
ork. 
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utility customers, particularly the 
Laclede Gas Company, which serves 
the county and city of St. Louis and 
which in 1949 converted to a straight 
natural gas service, have been expe- 
riencing rapidly increasing demands, 
particularly for house-heating service. 
The record discloses that during the 
current year thousands of gas house- 
heating customers are being attached 
by Applicant’s utility customers, par- 
ticularly by Laclede Gas Company. It 
appears that the attachment of such 
customers is being made, in part, upon 
the basis of assurances made by Appli- 
cant and Laclede that substantial ad- 
ditional volumes of natural gas will be 
available, including the additional 


109,000 thousand cubic feet per day 
contemplated by the projected facil- 
ities in this proceeding. 


Many gas consumers apparently have 
been invited or led to believe that nat- 
ural gas would be available, warrant- 
ing the installation of additional and 
new gas appliances. This occurred 
before this Commission had an oppor- 
tunity to pass upon the soundness of 
Applicant’s projected expansion. It 
will be assumed that in the light of our 
action herein, Applicant having failed 
to make a showing warranting the is- 
suance at this time of a certificate cov- 
ering all of the projected facilities, ap- 
propriate action will be taken promptly 
by Applicant and its customers to pre- 
vent the attachment of consumer loads 
exceeding Applicant’s system capacity. 

[4] A serious question confronts 
us in this case concerning the suffi- 
ciency of supply of natural gas to ren- 
der the service which Applicant pro- 
poses by means of its expanded facil- 
ities. Upon consideration of the 
record herein, we are of the opinion 


that Applicant does not now possess 
a supply of natural gas reasonably 
adequate to render the service pro- 
posed. In previous decisions in gas 
certificate proceedings under § 7 of 
the Natural Gas Act we have held that 
applicants who contend that public 
convenience and necessity require the 
construction, extension, or acquisition 
of facilities for the transportation or 
sale of natural gas, must show that 
they possess a supply of natural gas 
adequate to meet for a reasonable fu- 
ture period those demands for firm 
service which it is reasonable to as- 
sume will be made upon them. 

The importance of requiring a 
showing of a reasonably adequate 
supply of gas has been stressed by 
this Commission in earlier gas certifi- 
cate proceedings. Its importance is 
evident, if consideration is given to 
the substantial capital expenditures 
under way or planned by Applicant’s 
utility customers, not to mention the 
expenditures by thousands of gas con- 
sumers for appliances in expectation 
of gas service. Consumers, investors, 
and the public generally rely upon this 
Commission, in issuing certificates of 
public convenience and necessity to 
natural gas companies, to issue certifi- 
cates only to applicants clearly show- 
ing ability to perform the services 
proposed. Section 7 of the Natural 
Gas Act requires such finding by this 
Commission in certificate proceedings 
as a condition precedent to the issu- 
ance of a certificate. 

The evidence shows that Appli- 
cant heretofore has obtained its gas 
supply from three primary sources, 
namely, United Gas Pipe Line Com- 
pany, Arkansas Louisiana Gas Com- 
pany, and the following in the Mon- 
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roe Field: United Carbon Company, 
Southern Carbon Company, Inter- 
state Natural Gas Company, Inc., and 
Hope Producing Company. Gas de- 
livered by United Gas is produced 
from the Carthage gas field in north- 
east Texas and other fields, and gas 
delivered by Arkansas Louisiana is 
produced from various northern Lou- 
isiana gas fields other than the Monroe 
Field. All gas is delivered at or near 
Applicant’s Perryville compressor sta- 
tion. 

Applicant’s contracts with its Mon- 
roe Field suppliers expire on February 
2, 1952; its 5-year contract with Ar- 
kansas Louisiana Gas Company runs 
to March 26, 1953, and from year to 
year thereafter unless cancelled by 
either party ; the United Gas Pipe Line 
Company agreement expires on No- 
vember 1, 1966. The evidence shows 


that no extensions of any of these 
agreements have been consummated. 
On the concluding day of the hear- 


ings herein, Applicant’s President 
Marbury testified that his company 
was actively negotiating with United 
Gas Pipe Line Company for a con- 
tract contemplating 450,000 thousand 
cubic feet per day being supplied to 
Applicant by United, an increase of 
255,000 thousand cubic feet per day 
above the 195,000 thousand cubic feet 
per day currently being supplied. Wit- 
ness Marbury testified that Applicant 
was also negotiating with other pro- 
spective suppliers for the purchase of 
additional gas. 

The record discloses that in a report 
as of March 15, 1950, Mr. Ralph E. 
Davis, a consulting engineer, reviewed 
Applicant’s gas supply available from 
the Monroe suppliers, Arkansas Lou- 
isiana Gas and United Gas. He re- 
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ported that the annual deliveries under 
these commitments had aggregated 
69,335,221 thousand cubic feet in 
1948, and 75,619,188 thousand cubic 
feet in 1949, and pointed out that Ap- 
plicant’s plans involve gas require- 
ments in the near future up to 115 
billion cubic feet per year, about 50 
per cent in excess of Applicant’s 1949 
requirements. Applicant herein es- 
timated its annual gas requirements 
will amount to 115.85 billion cubic feet 
by 1951, and on a peak day, 395 mil- 
lion cubic feet. 

With reference to Applicant’s gas 
supply from Monroe Field, Mr. Davis 
in part stated : 

“The contracts with Monroe pro- 
ducers which expire in 1952 may or 
may not be renewed. When consid- 
ered in relation to an anticipated re- 
quirement of Mississippi River Fuel 
Corporation soon to approach 115 bil- 
lion cubic feet per year, the Monroe 
Field as a source of supply can be 
regarded as important for only a few 
years.” (Italics supplied); and con- 
cluded, with respect to Applicant’s 
over-all supply situation, as follows: 

“It is my opinion that Mississippi 
River Fuel Corporation will be able 
to obtain from sources now covered 
by contract, in competition with oth- 
ers, or in part, from other sources, a 
gas supply sufficient to meet its pres- 
ently anticipated requirements of 115 
billion cubic feet per year for a period 
of at least twenty years.” (Italics 
supplied. ) 

The conclusion, in effect, is that 
Applicant did not as of March 15, 
1950, have “covered by contract” a 
gas supply sufficient to meet its an- 
ticipated requirements of 115 billion 
cubic feet per year. 
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The record here shows that between 
the time of the March 15, 1950, Davis 
report and the conclusion of the hear- 
ings herein on June 16, 1950, Appli- 
cant entered into ten contracts for the 
purchase of gas from the Dubach area 
and the Lisbon, Unionville, D’Ar- 
bonne, and Ruston gas fields in north 
Louisiana, which Applicant proposes 
to connect to its system by means of 
its projected 40-mile Dubach-Perry- 
ville pipe line. These contracts, some- 
times referred to as the ‘““Dubach area” 
contracts, are for primary terms of 
twenty years, from not later than Oc- 
tober 1, 1950, and provide for daily 
contract quantities aggregating 75,713 
thousand cubic feet, (at 16.7 p.s.i.) at 
the following prices per thousand cubic 
feet, for the first four 2-year periods, 
respectively, 11, 114, 12, and 124 cents, 
and for the following four 3-year pe- 
riods, respectively, 13, 134, 14, and 
144, exclusive of a + of a cent charge 
if the sellers dehydrate the gas. Appli- 
cant is obligated to take or pay for 75 
per cent of the stated contract quanti- 
ties, subject to force majeure ; however, 
physical inability of the sellers’ prop- 
erties to deliver the minimum contract 
quantities will cause these quantities 
to be reduced proportionately. 

Applicant presented gas reserve and 
deliverability estimates pertaining to 
the new Dubach area gas purchase 
contracts, through its expert witness 
Edwin P. Ogier, who estimated that 
the Dubach reserves available to Appli- 
cant, as of October 1, 1950, would ap- 
proximate 206,032,000 thousand cubic 
feet (14.9 p.s.i.). From the evi- 
dence presented there is summar- 
ized in the tabulation appearing be- 
low, the estimated peak-day deliveries 
anticipated by Applicant from its gas 


suppliers during the years 1951 
through 1970. These estimated peak- 
day deliveries, for the most part, are 
not supported in the record here with 


Mississippi River Fuel Corporation 
Estimated Peak Day Deliveries 
From Suppliers, 1951-1970 
(MM cu. ft. at 14.9 p.s.i.) 

United 

Gas Pipe Ark. La. 

Line Co. Gas Co. 
195 12.5 
195 12.5 
195 12.5*** 
195 12.5 

12.5 


Monroe 
Dubach or New 
Area* Source 
78.5 109 
123.5** 
123.5 
127.5 
134.5 


145.5 
152.5 
158.5 
162.5 
166.5 


168.5 


Year 


tt hs 
NRNYNVNY NRNNVNRN NNVVNN 
Maun Wun mami 


195%*#* 
195 
195 
-. | 
70 .. 1% 


a 


* The daily volumes shown in the “Dubach 
Area” column give effect to the daily deliver- 
ability estimates of witness Ogier before ad- 
justment to exclude reserves not under contract 
to Applicant, which he testified would, on an 
average, effect about a 20 per cent reduction. 

** Monroe contracts—Expire February 2, 


*** Ark. La. Gas Co. contract—Five-year 
primary term expires March 26, 1953; there- 
after, on a year-to-year basis. 

**** T.G.P.L. Co. contract—Expires No- 
vember 1, 1966. 


either gas reserve or deliverability es- 
timates. That is so with the excep- 
tion of the estimates shown in the 
column headed ‘‘Dubach Area,” but 
these estimates, as noted, are over- 
stated by about 20 per cent on an 
average basis. Those in the “Monroe 
or New Source” column, beginning in 
about the year 1952, are “balancing” 
figures and represent volumes of gas 


85 PUR NS 





FEDERAL POWER COMMISSION 


which, according to the record herein, 
Applicant anticipates it will need to 
contract for in the future. The de- 
ficiencies in supply there indicated are 
substantial, beginning in 1952 and 
continuing through the later years. 
So far as gas contractual commit- 
ments are concerned, Applicant will 
need, according to its own estimates, 
to contract for additional gas supply 
deliveries, beginning in 1952, of not 
less than 123,500 thousand cubic feet 
per day and, by 1960, of not less than 
166,500 thousand cubic feet per day, 
and for increasing volumes in later 
years, on the assumption that Appli- 
cant’s system capacity should remain 
at 375,000 thousand cubic feet daily 
sales capacity. Of course, it should 
not be assumed that because its gas 
purchase contracts in Monroe expire 
in February, 1952, Applicant will not 


have any gas available from that field 
after that date, if consideration is given 
to the provisions of § 7(b) of the Nat- 


ural Gas Act. In this connection, 
however, it is clear from the evidence 
that Monroe Field cannot be regarded 
important as a source of supply for 
Applicant for more than a few years, 
since, as is generally well known, most 
of the estimated recoverable gas re- 
serves in that field have already been 
produced and production there is de- 
clining. 

[5] Applicant contends that it has 
heretofore met the needs of its cus- 
tomers and will be able to meet their 
future requirements “from supplies 
presently held and which unquestion- 
‘ably it can obtain.” However, it ad- 
mits that it has shown only “a supply 
of gas necessary to meet the immediate 
needs of its customers.” The evidence 
presented warrants the conclusion that 
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Applicant will have available a reason- 
ably adequate supply for meeting the 
anticipated requirements of its cus- 
tomers during this next winter season 
and, possibly, during the 1951-1952 
winter season. Beyond that time the 
evidence fails to show that Applicant 
possesses an adequate supply of nat- 
ural gas warranting the authorization 
at this time of all of the projected facil- 
ities proposed in this proceeding. 

There is basis in the record here that 
would, in the absence of unusual cir- 
cumstances, warrant an outright denial 
of the amended application. Applicant 
contends that since it is a long estab- 
lished natural gas pipe-line company, 
different standards with respect to gas 
reserves and deliverability should be 
applied to it than to new companies; 
and that the Commission cannot, be- 
cause Applicant may be unable to show 
a complete supply picture in terms of 
dedicated acreage or reserves for twen- 
ty years hence, turn down its applica- 
tion. We disagree with Applicant’s 
interpretation of the law in this re- 
spect. 

It is clearly evident that Applicant 
has not made a showing warranting 
authorization at this time of all of the 
projected facilities, which are designed 
to give Applicant a sales capacity of 
375,000 thousand cubic feet per day. 
Also, it appears clear that, prior to our 
opportunity to pass upon Applicant’s 
projected expansion, large additional 
domestic space-heating loads were at- 
tached in the markets which Applicant 
has been supplying gas, in the anticipa- 
tion of favorable action by us approv- 
ing the expansion and irrespective of 
the possibility that Applicant might 
fail, as it has, to make an adequate 
showing of gas reserves. The result 
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has been to create a situation calling 
for whatever action possible to provide 
gas for consumers that have been per- 
mitted to attach and install appliances 
predicated upon unwarranted assur- 
ances by Applicant and others that in- 
creased volumes of gas would be avail- 
able during the forthcoming 1950- 
1951 winter season and later years. 

[6] Despite these derelictions, we 
are desirous of taking all possible ac- 
tion in behalf of the gas consumers 
served by Applicant that is reason- 
able in the circumstances and consist- 
ent with sound administration of our 
responsibilities under the Natural Gas 
Act. Under the act, authority is given 
to us in passing upon certificate appli- 
cations to authorize “the whole or any 
part” of any projected expansion by a 
natural gas company which, after pub- 
lic hearings, is found to be required by 
public convenience and necessity. 

In the light of the public demand 
and need for natural gas before us in 
this case, for which Applicant and its 
utility customers have an obligation 
and responsibility to serve, we are of 
the opinion that, though the record 
here clearly does not warrant the 
granting of the whole of the amended 
application before us, good grounds 
exist for granting part of the applica- 
tion. In the circumstances presented, 
we find that public convenience and 
necessity here require (1) the issu- 
ance of a certificate, as hereinafter or- 
dered, authorizing part of the facilities 
covered by the amended application, 
and (2) with reference to the facilities 
not authorized, the reopening of this 
proceeding to afford Applicant further 
opportunity to submit, at further hear- 
ings in this proceeding, evidence of, 
among other matters, additional firm 


commitments for, and an adequate 
showing of, an additional supply of 
natural gas sufficient to warrant the 
issuance of a certificate authorizing 
Applicant to acquire or construct and 
operate facilities capable of delivering 
375,000 thousand cubic feet per day 
to its customers and markets. 

The certificate hereinafter issued 
will, among other things, permit Ap- 
plicant to construct and place in oper- 
ation later this year the 40-mile Du- 
bach-Perryville 18-inch diameter pipe 
line and thereby connect to its system 
the additional gas reserves dedicated 
by the ten new gas purchase contracts 
presented at the hearings in this pro- 
ceeding, and should permit Applicant 
to commence purchasing a substantial 
portion of the volumes of gas covered 
by those contracts, pending further 
consideration and possible author- 
ization later of facilities providing Ap- 
plicant with 375,000 thousand cubic 
feet daily sales capacity. Also, the 
certificate issued here will permit Ap- 
plicant to commence immediate instal- 
lation of its proposed Mississippi river 
crossing facilities, to connect its sys- 
tem with the new facilities now under 
construction by Laclede Gas Company 
in St. Louis, thereby facilitating de- 
liveries of gas at a location desired by 
that company in connection with the 
reinforcement and enlargement of its 
facilities for better serving St. Louis 
consumers. 

The certificate herein issued author- 
izes Applicant to continue operation 
of the 4,100 horsepower of additional 
compressor units which, without au- 
thorization, Applicant in 1949 in- 
stalled in its previously authorized 
Perryville No. 2 and West Point No. 
2 compressor stations, and placed in 


85 PUR NS 





FEDERAL POWER COMMISSION 


operation at or near the end of 1949. 
With this additional horsepower in- 
stalled, 2,100 at Perryville and 2,000 
at West Point, Applicant during the 
past 1949-1950 winter season made 
peak-day deliveries of approximately 
300,000 thousand cubic feet to its cus- 
tomers. With these facilities and the 
additional facilities hereinafter author- 
ized, Applicant will have sufficient ca- 
pacity to deliver to its customers up 
to 300,000 thousand cubic feet per day 
and possibly in excess thereof. By re- 
opening this proceeding as hereinafter 
provided, Applicant is being afforded 
an opportunity to submit the necessary 
additional proof to support its entire 
projected expansion as soon as it con- 
siders it is able and desires to go 
forward with the presentation of fur- 
ther evidence upon the pertinent is- 
sues. In the intervening period before 
the forthcoming heating season, Appli- 
cant’s customers will have an oppor- 
tunity to provide appropriate peak- 
shaving facilities for meeting winter 
loads, to the extent that curtailment of 
interruptible and firm industrial cus- 
tomers might be inadequate for pro- 
tecting essential domestic and commer- 
cial services. Furthermore, it appears 
desirable that Applicant given consid- 
eration to the reimposition of Emer- 
gency Service Rules and Regulations, 
such as were in effect from April 1, 
1947, until May 1, 1949, in order that 
an equitable distribution of available 
gas may be had in the event curtail- 
ment of service becomes necessary. 


If further showing by the Applicant 
on the matters herein required is satis- 
factory to this Commission, it is then 
our intention to issue forthwith a cer- 
tificate of public convenience and ne- 
cessity to the Mississippi River Fuel 
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Corporation to authorize construction 
and operation of additional facilities 
providing a total sales capacity of 375,. 
000 thousand cubic feet per day. 

[7] Another serious question raised 
in this proceeding relates to the evi- 
dence showing that Applicant con. 
structed and placed in operation, with. 
out the required authorization from 
this Commission, 4,100 horsepower 
additional compressor capacity at its 
Perryville No. 2 and West Point No, 
2 compressor stations. One half of 
the 2,000 additional horsepower in- 
stalled without authorization in Appli- 
cant’s West Point Compressor Station 
No. 2 was formerly in its Neelyville 
compressor station, from which it was 
removed without authorization and in- 
stalled in the said West Point station. 
It appears from the record here that 
these acts by Applicant are violations 
of provisions of § 7 of the Natural Gas 
Act, as amended, and in the circum- 
stances disclosed by the record, they 
would appear to constitute willful vi- 
olations within the meaning of § 21 (a) 
of that act, 15 USCA § 717t(a). 


Applicant, in its reply brief filed on 
July 19, 1950, takes a contrary view 
and asserts that its installation and op- 
eration of these facilities were initiated 
and have been carried forward under 
the provisions of § 157.14 of the Com- 
mission’s General Rules and Regula- 
tions [18 CFR 157.14]. This section 
permits, without certificate authoriza- 
tion, certain temporary acts and oper- 
ations limited to a single period of 
not more than sixty days. The evi- 
dence of the unauthorized construc- 
tion and the unauthorized operation 
of the compressor facilities in question 
was, in part, developed at the hearing 
sessions on June 14 and 16, 1950, 
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hrough cross-examination of Appli- 
ant’s chief engineer and its president. 
From the record we do not consider 
hat Applicant’s acts here in question 
vere undertaken under, or that they 
properly fall within, the scope of said 
§ 157.14. The contentions in this 
regard by Applicant, in our view, are 
not well founded. 

In the light of the evidence of the 
apparent violations of the Natural Gas 
Act before us, we consider, in the cir- 
cumstances, that it is our duty under 
that act to transmit, in accordance 
with § 20(a) thereof, 15 USCA § 
717s(a), to the Attorney General of 
the United States the evidence of 
these violations for his consideration 
whether, in his discretion, criminal 
proceedings should be instituted with 
respect to the violations. Appropriate 
action will be taken accordingly. 

Upon consideration of the amended 


application, the record thereon, and 
the briefs and proposed findings and 
conclusions submitted herein, we here- 
by reject such proposed findings and 
conclusions except in so far as they are 
incorporated in our findings and ac- 


tion herein. Upon consideration of 
the foregoing, and taking notice of 
the Commission’s opinions, findings, 
and orders heretofore entered in pro- 
ceedings involving the Applicant, the 
Commission further finds: 

(1) It is appropriate and necessary 
for carrying out the provisions of the 
Natural Gas Act, as amended, that 
Applicant, Mississippi River Fuel 
Corporation, be issued forthwith a 
certificate of public convenience and 
necessity authorizing, as hereinafter 


ordered and provided, the construction 
and operation by Applicant of a part of 
the facilities covered by its amended 
application, and also the continued op- 
eration of such facilities covered by 
the application as Applicant already 
has constructed and placed in opera- 
tion without required authorization 
from this Commission. 

(2) Applicant is able and willing 
properly to do the acts and to perform 
the service hereinafter authorized, and 
to conform to the provisions of the 
Natural Gas Act, as amended, and the 
requirements, rules, and regulations 
of the Commission thereunder. 

(3) The construction and opera- 
tion of the hereinafter authorized facil- 
ities, and the continued operation of 
the facilities so authorized, are re- 
quired by public convenience and ne- 
cessity and a certificate therefor 
should be issued as hereinafter ordered 
and conditioned.‘ 

(4) The conditions hereinafter or- 
dered to be attached to the certificate 
issued herein are reasonable and re- 
quired by public convenience and ne- 
cessity. 

(5) The proposed leasing and op- 
eration of the proposed seven new 
compressor stations hereinbefore de- 
scribed are not required by public 
convenience and necessity and a cer- 
tificate therefor should not be issued 
for the reasons hereinbefore stated. 

(6) It is appropriate for carrying 
out the provisions of the Natural Gas 
Act, as amended, that the proceeding 
herein be reopened, as hereinafter or- 
dered, to afford Applicant further op- 
portunity to submit, at the further 





*The certificate hereinafter issued does not 
cover or grant authorization for the construc- 
tion or operation of any of the gas scrubbers 
hereinbefore referred to and described in the 


paragraph first numbered (2), as gas scrubbers 
are auxiliary installations within the meaning 
of § 2.55(a) of the Commission’s General Rules 
and Regulations [18 CFR 2.55(a)]. 
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hearings, additional evidence in sup- tional facilities for providing Applicant 
port of the issuance of a certificate with a system sales capacity of 375,00) 
authorizing Applicant to construct or thousand cubic feet per day. 

acquire and operate sufficient addi- 
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ROCEEDING by Securities and Exchange Commission to secure Inge’ 
Papcve of plan of recapitalization filed by a holding com- Carle 
pany; plan approved. Sche 
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Appeal and review, § 28.9 — Decision by Securities and Exchange Commission — cou 
Recapitalization proceeding — Valuation. “aie 

1. The method of valuation of claims of stockholders in a recapitalization ese 


proceeding under the Holding Company Act, although to be made by the 
Commission without participation by a court, is reviewable by the courts, and 
and when an improper method of valuation is used by the Commission, the J ton, 
courts may set aside such a valuation, p. 17. Cor 


Corporations, § 22 — Recapitalization of holding company — Rights of preferred @ ©", 
stockholders — Earnings — Arrearages. Jane 


2. The Commission, in valuing the earnings of preferred stock for the J cent 
purpose of allocating securities in a recapitalization under the holding com- 


pany, is not required to value such rights only in the light of the surrender S 

of the preferred stock dividend, but the Commission properly considers the [ 

right of the preferred stock to receive back dividends when and if earned, the 

p. 18. sion 
Corporations, § 22 — Recapitalization plan — Allocation of securities — Valuation & cow 
of common stock. izat 

3. Allocation of some value to common stock for participation in a recapital- Fac 
ization plan under the Holding Company Act is not erroneous, on the ground (wi 


that common stock could not expect to receive dividends for a prohibitively i 
long period, where the common stock has a fixed and definite value when § °° 
considered in the light of the company’s past operations and the known lic 
condition of its subsidiaries, p. 18. 193 


Appeal and review, § 28.9 — Decision by Securities and Exchange Commission — tom 
Conclusiveness. Cap 
4. The court, in reviewing findings by the Securities and Exchange Com- hac 
mission on the question of participation by preferred and common stock- pre 
holders in a recapitalization proceeding under the Holding Company Act, pre 
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does not hear the case de novo but ascertains whether the Commission’s 
disposition is supported by the evidence presented, p. 18. 


APPEARANCES: John J. Burns and 
John F. Rich, both of Boston, Burns, 
Blake & Rich, Harold B. Dondis, Bos- 
ton, of counsel, for F. C. Dumaine, Jr., 
and Pierrepont B. Foster, individually 
and as a committee for the 6 per cent 
preferred shares; James S. Eastham 
and John A. Gage, Charles A. Cool- 
idge and Peter F. Coogan, all of Bos- 
ton, Ropes, Gray, Best, Coolidge & 
Rugg, Boston, of counsel, for Eastern 
Gas and Fuel Associates; Frank B. 
Ingersoll, Edmund S. Ruffin, Jr., 
Carleton M. Crick, Edward H. 
Schoyer, all of Pittsburgh, Smith, 
Buchanan & Ingersoll, Pittsburgh, of 
counsel, for Koppers Company, Inc. ; 
Harry G. Slater, Chief Counsel, Divi- 
sion of Public Utilities, Sidney Shemel 


and Joseph B. Levin, all of Washing- 
ton, D. C., for Securities and Exchange 


Commission; Claude B. Cross, Bos- 
ton, for Charles Howard Bates and 
Jane L. Scattergood, holders of 6 per 
cent preferred stock. 


SwEENEY, Chief Judge: 

[1] This action was initiated by 
the Securities and Exchange Commis- 
sion by filing an application for the 
court’s approval of a plan of recapital- 
ization which had been filed with it by 
Eastern Gas and Fuel Associates 
(which will hereinafter be referred to 
as Eastern), under § 11(e) of the Pub- 
lic Utility Holding Company Act of 
1935, 15 USCA § 79k(e). At the 
time Eastern filed its plan of re- 
capitalization with the Commission it 
had, in addition to a 44 per cent prior 
preferred stock with which we are not 
presently concerned, a 6 per cent pre- 


[2] 


ferred stock and a common stock out- 
standing. Within these two classes of 
stock there existed an inequitable dis- 
tribution of voting power and a plan 
was needed to correct it. This was to 
be accomplished by eliminating the 
two classes of stock referred to, and 
substituting therefor a single class of 
new common stock. After extensive 
hearings the Securities and Exchange 
Commission reached the conclusion 
that 87 per cent of the new common 
stock should be allocated to the hold- 
ers of the 6 per cent preferred stock, 
and the remainder to the holders of the 
present common stock. After this con- 
clusion was reached Eastern amended 
its plan so as to conform to it. It is 
with the percentage distribution of the 
new stock that both the 6 per cent pre- 
ferred stock committee and the common 
stock group are dissatisfied. Koppers 
Company, Inc., which represents the 
common stock group, claims that it 
should be given 56 per cent of the new 
common stock, whereas the 6 per cent 
preferred holders feel that they should 
be given all but a token of the new 
common stock. The 6 per cent pre- 
ferred holders’ group contends that the 
Commission used an improper method 
of valuation and that, as a result, the 
plan is not fair and equitable to its 
group. Conceding that the valuation 
must be by the Commission without 
participation by the court, nevertheless 
the method of valuation is reviewable 
by the courts, see Ecker v. Western P. 
R. Corp. (1943) 318 US 448, 87 L ed 
892, 63 S Ct 692, or, stated another 
way, when an improper method of 
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valuation is used by the Commission 
the courts may set aside such a valua- 
tion. However, I am not satisfied that 
the Commission’s method of valuation 
was an improper one. See Lahti v. 
New England Power Asso. (1947) 
69 PUR NS 436, 160 F2d 845, 853. 
[2,3] There can be little doubt that 
the plan is necessary within the mean- 
ing of the act to accomplish the desired 
end. Indeed, most of counsel’s argu- 
ment has not had to do with the neces- 
sity for the plan but has been directed 
to the question of the fairness of it. 
The Commission has filed with its ap- 
plication a copy of its findings of fact 
and opinion. The case has been well 
briefed on all sides, and there would 
be little gained by this court setting 
forth the history of the proceeding in 
extended form. Koppers’ main ob- 
jection to the approval of the plan 
is directed to what it terms an unfair 
allocation of 87 per cent of the stock 
to the preferred stockholders, and in 
support of this objection urges that the 
Commission overvalued the earnings 
of the preferred stock. Koppers urges 
that the $11.63 earnings determined 
by the Commission for the preferred 
stock were much too high, and that 
it should be valued only in the light of 
its surrender of the $6 preference divi- 
dend. This position is untenable. The 
Commission properly considered the 
right of the preferred stock to receive 
back dividends to the extent of $35.50 
per share, when and if earned. The 
court is satisfied that the Commission 
committed no error in establishing the 
earning value of the preferred stock. 
The preferred stockholders’ committee, 
seeking all but a token of the new com- 


DISTRICT COURT 


mon stock, attacks the Commission’s 
findings not only on the basis of having 
used an improper method of valuation 
by giving consideration to earnings as 
well as to dividends, but also on the 
ground that, since the common stock 
could not expect to receive dividends 
for a prohibitively long period, its 
value was, therefore, only nominal. | 
cannot agree with such a contention. 
While it is true that there were ar- 
rearages on the preferred stock which, 
in addition to the current $6 dividend 
must be earned prior to the payment 
of dividends on the common stock, 
nevertheless the common stock had a 
fixed and definite value when con- 
sidered in the light of Eastern’s past 
operations and the known condition of 
its subsidiaries, particularly The Vir- 
ginian Corporation. 

[4] The Commission’s findings are 
supported by substantial evidence and 


its conclusion that the plan is fair and 
equitable is supported by these find- 


ings. Had this court heard this case 
in its original presentation it might 
have reached a slightly different result 
in percentages. However, it is not 
our duty to hear this case de novo but 
to ascertain if the administrative 
body’s disposition was supported by 
the evidence presented to it. On this 
question I am satisfied that no error 
of law was made by the Commission, 
nor were its rulings or findings dic- 
tated by caprice or arbitrariness. 

The plan is approved as fair and 
equitable and appropriate to effectuate 
the provisions of § 11 of the act, 15 
USCA § 79k. 

An order may be prepared to carry 
out the terms of the plan. 
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MONTANA PUBLIC SERVICE COMMISSION 


Re Montana Dakota Utilities Company 


Docket No. 3793, Order No. 2148 
April 19, 1950 


ig ape per of gas company’s refusal to accept applications 
for new space heating; space-heating service ordered. 


Service, § 31 — Jurisdiction of Commission. 
1. The Commission has jurisdiction over public utility service, and that juris- 
diction is paramount, subject only to judicial review, p. 22. 


Service, § 59 — Jurisdiction of Commission — Service curtailment — Shortage of 


gas supply. 


2. The Commission has power to authorize proper curtailment or refusal of 
gas service to new customers during a shortage of supply, p. 22. 


Service, § 146 — Curtailment during emergency — Shortage of supply. 
3. A gas company faced with a possible shortage of supply should refuse 
to serve new commercial or industrial customers rather than domestic 
customers, since the former are in a better position to take care of their needs 
by other means than are domestic users, p. 23. 


Public utilities, § 49 — Supplier of natural gas — Jurisdiction of state Commission. 
Statement that a wholesale supplier of natural gas is not a public utility 
subject to the jurisdiction of the Montana Commission, p. 22. 


Intercorporate relations, § 8 — Jurisdiction of Commission — Contract for gas 


supply. 


Statement that the Montana Commission does not have jurisdiction over 
contracts by a utility for the purchase of gas, p. 22. 


Franchises, § 12 — Jurisdiction of Commission. 
Statement that the Montana Commission has no jurisdiction over contracts 
or franchises between a municipality and a public utility, p. 22. 


By the Commission: The above 
entitled matter came on regularly to be 
heard in the City Hall in the city of 
| Havre, Montana, commencing at 10 
o'clock A.M. on the 18th day of 
April, 1950. 


APPEARANCES: Max P. Kuhr, At- 
torney-at-Law, Havre, Earl H. A. 
Isensee, Attorney-at-law, Minneapolis, 
Cecil W. Smith, Vice President of the 


Montana Dakota Utilities Company, 
Minneapolis, F. R. Gamble, Treasurer 
of the Montana Dakota Utilities Com- 
pany, Minneapolis, W. L. Hayes, Sec- 
retary, of the Montana Dakota Utili- 
ties Company, and Ray Fleming, 
Division Manager, Montana Dakota 
Utilities Company, Havre, all appear- 
ing for the Montana Dakota Utili- 
ties Company. 
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Protestants: B. W. Thomas, Chi- 
nook, appearing for the City Council 
of Chinook; W. W. Cassel, Havre, 
appearing on behalf of the Havre 
Chamber of Commerce; B. O. Clark, 
Havre, appearing for self; J. S. Boyer, 
Havre, appearing for self; D. J. Sias, 
Chinook, appearing for the city of 
Harlem and self; Jess L. Angstman, 
Havre, appearing for the City Council 
and as Mayor of the city of Havre; 
Hugh T. Schillin, Chinook, appearing 
for self. 


OTHER APPEARANCES: Edwin S. 
Booth, Secretary-Counsel, appearing 
for the Board. 


By the Commission: The Mon- 
tana Dakota Utilities Company fur- 
nishes public utility gas service in 
Havre, Chinook, and Harlem, Mon- 
tana. The Commission received com- 


plaints that the company was refusing 


new service connections in the area. 
On request for information the com- 
pany advised in substance, that the 
gas reserves available to it were not 
considered adequate to provide for 
new patrons without impairing service 
to present users. The Commission had 
not approved any curtailment of serv- 
ice. On receipt of this information the 
Commission on its own initiative set 
a public hearing to investigate the facts 
and determine whether the company 
should be ordered to furnish gas to all 
applicants. 

The following facts appear from the 
evidence offered. 

The Montana Dakota Utilities Com- 
pany (hereafter referred to as the 
Utility) is the successor of previous 
operating concerns furnishing gas 
service in Havre and Chinook. It in- 
itiated service in Harlem. The com- 
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pany, so far as these three towns are 
concerned, is solely a distribution com- 
pany. Gas is purchased from the Mon- 
tana Gas Corporation (hereafter re. 
ferred to as the supplier), the present 
producing and supplying company. 
The gas is supplied at the city gates of 
Chinook and Havre and from the field 
lines at Harlem under contracts now 
existing between these two companies, 

The Utility contracts to purchase all 
gas from the supplier as long as it can 
meet the daily maximum demands dur- 
ing the life of the Bowes and Box 
Elder Fields. These fields are located 
near Havre and Chinook and are con- 
nected by pipe line with Havre, Chi- 
nook, and Harlem. The supplier re- 
served the right to furnish gas to the 
Utah Idaho Sugar Company at Chi- 
nook and the Great Northern Railway 
Company at Havre. In the event 
that the supplier cannot meet the max- 
imum daily demand and the Utility 
brings in gas from other sources be- 
cause of inability of supplier to meet 
the demands, supplier will be entitled 
to furnish half of the annual demand of 
the three towns. 

The sales of the supplier to the 
sugar company and the Great North- 
ern amount to about one third of the 
total requirements of Chinook and 
Havre. The contract with the sugar 
company continues until 1957 and can- 
not be avoided. The Great Northern 
contract is subject to cancellation an- 
nually. These two accounts amount 
to about 45 per cent of the suppliers 
revenue and any loss in revenue due 
to discontinuance or curtailment of 
sales would have to be compensated 
for by additional revenues from sales 
to the Utility. 


A report of Ralph E. Davis, petro- 
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leum engineer, made on data furnished 
in 1943 and brought to date as of 
January 1, 1948, from production re- 
ports, was offered. His report as of 
that date indicated that the proven re- 
serves available to the company 
amounted to about fifteen years supply 
on their existing volume of use. This 
supply, of course, would be increased 
by any curtailment of industrial sales 
by the supplier. Information fur- 
nished by the Utility and by the sup- 
plier shows that the amount of re- 
serves which can economically be de- 
livered from the field is estimated at 
five to seven years additional. In 
order to extend the life of the supply 
to the Utility it will be necessary for 
the supplier to develop additional sup- 
plies. 

Curtailment of sales by the supplier 
to the sugar company to the extent pos- 
sible under the contract and subsequent 
agreements and curtailment of sales to 
the Great Northern will decrease the 
income of the supplier. The con- 
struction of new facilities and the ex- 
ploration for additional supply will 
require large sums of money. Some 
additional peak load supply may be fur- 
nished by rearrangement of field lines 
and some additional equipment. Such 
action will not extend the life of the 
field. 


During the winter of 1948—49 there 
was a shortage of supply to meet peak- 
load demand during prolonged cold 
weather. This condition likewise ex- 
isted in the season of 1949-50. There 
are three commercial customers who 
have standby equipment. On _ oc- 
casions when the supply was inade- 
quate the sugar company and the Great 
Northern curtailed their use and the 
three customers having standby 


switched to that service. Notwith- 
standing this it was necessary to cut 
off the schools at times. 

The supplier and the Utility started 
to negotiate new contracts which 
would increase the supply to the Utility. 
The negotiations commenced in 1948 
but have not yet resulted in new con- 
tracts. The new contracts would un- 
doubtedly provide for increased com- 
pensation to the supplier. The Utility 
stated that it is agreeable to asking the 
Commission for higher rates, all to ac- 
crue to the benefit of the supplier. A 
campaign to determine the public at- 
titude to such an increase was con- 
ducted during 1949, but in view of the 
fact that the contract negotiations were 
not complete no further action was 
taken on the rate increase. No ques- 
tion regarding rates is being con- 
sidered in this case. 

The franchise with the city of 
Havre contains a clause providing for 
cancellation of the present franchise 
and option to purchase by the city in 
the event rates are increased. In ad- 
dition to modification of this clause 
the Utility testified that extentions of 
the present franchises were necessary 
in order to make plans for future de- 
velopment of gas supply. Negotia- 
tions relating to the franchise have also 
been carried on but no definite action 
has been taken. 

So far as supply of gas from other 
sources than the present supplier is 
concerned, the Utility stated that with 
the addition of gas from Wyoming to 
the Baker-Bowdoin system adequate 
supplies are available at Bowdoin. Be- 
cause of the present contract and fran- 
chise provisions construction of lines 
from this field to the three towns is 
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not presently practical but is being 
studied by the company. 

Because of the probability of in- 
adequate supply for present consumers 
the Utility issued instructions to its 
employees not to accept applications 
for new space heating. This action 
was to protect the present users and 
was based on the experience of the 
last two winters. If additional sup- 
plies during peak demand can be fur- 
nished by the supplier then the cur- 
tailment will not be considered nec- 
essary. 

Representatives of the cities of 
Havre, Chinook, and Harlem and 
various groups and individuals ap- 
peared in protest to the curtailment. 
The curtailment of new users makes it 
impossible for builders of new houses 
to determine what acticn to take in re- 
gard to equipment. These represent- 
atives testified that the company in 
order to meet its utility obligation 


should complete negotiations to per 
mit acceptance of all applications. 
cross-examination it was develope 
that the 1949-50 heating season wa 
more severe than normal. There ary 
about 25 or 30 applications for spac 
heating service which have been re 
fused. 

Exhibits offered by the Montam 
Dakota Utilities show that there 


been a substantially constant annual; 


increase in domestic and commercial 
users since 1945. There were 216 
domestic users in 1945 and in 1949 
there were 2738. 
416 commercial accounts and in 1949 
there were 512 users. There are 15 
industrial consumers. No unusual ad- 
ditional demand for the next year was 
predicted but the normal growth will 
probably continue. The volume of 


sales of the Utility by classes of service 
(thousand cubic feet) for the three 


towns are as follows: 


Volume Sales by Classes of Service (mcf) 


Class 1945 


Residential 
Commercial 
Industrial 


428,655 
343,468 


1946 1947 


469,325 
377,472 
42,299 


1948 
490,283 
387,152 

42,803 


1949 


39,637 








The company testified that its pres- 
ent purchases are about 1,100,000,- 
000 cubic feet. 


We first want to point out that the 
Montana Gas Corporation is not now 
a public utility and is not now under 
the jurisdiction of the Commission. 
Likewise, the matter of purchase of gas 
and entering into contracts by a utility 
is not a matter within our jurisdiction. 
We do not, therefore, have any con- 
trol or jurisdiction over the matter of 
the completion of contract negotia- 
tions. The Commission likewise has 
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811,760 


889,096 920,238 

no jurisdiction over the contracts or 
franchises between the city and the 
Utility. 

Considerable evidence was offered 
as to need for increased rates to pro- 
vide additional supply. This case does 
not involve rates and if an application 
for increases is made, decision will de- 
pend on the evidence offered them 
Nothing said herein is to be interpreted 
as indicating the action to be taken 
on any such future case for change in 
rates. 

[1,2] The Commission does have 
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RE MONTANA DAKOTA UTILITIES CO. 


© perurisdiction over rates charged by the 
tility and service furnished by it. 


ission is paramount, subject only to 
udicial review. 

State ex rel. Billings v. Billings Gas 

o. 55 Mont 102, PURI1918F 768, 

73 Pac 799; Great Northern Utili- 

ies Co. v. Public Service Commission, 


The regulation of service includes 
authority to authorize in proper cases, 
“such as shortage of supply or facilities, 
Bproper regulation for curtailment of 
‘Bservice, or refusal of service to new 
customers. 

i Re Montana-Dakota Utilities Co. 

(ND 1948) 75 PUR NS 129; Re 
Michigan Consolidated Gas Co. (Mich 
1948) 74 PUR NS 406; Automatic 
Firing Corp. v. Laclede Gas Light Co. 
(Mo 1947) 72 PUR NS 130. 

From the evidence it appears that 
if negotiation for new contracts are 
successful, additional supply of gas will 
be available which will make present 
curtailment unnecessary. Under these 
conditions refusal to serve domestic 
users because of the possibility of lack 
of peak demand supply will work an 
undue hardship. There is no abnor- 
mal increase expected in domestic use. 
Unless people building new homes can 
install gas it will require them to make 
other installations even though in a 
short time adequate supplies will be 
available. Under these conditions the 
company should continue to serve 
domestic users for all purposes. 

The evidence indicates that in- 
creases in use by commercial users 


have increased about 20,000 thousand 
cubic feet per year. The commercial 
use in 1949 over 1948 was 34,615 
thousand cubic feet. There has been 
no material change in industrial con- 
sumption during recent years. 

[3] The commercial and industrial 
user is in a better position to take care 
of his needs by other means than is the 
domestic user. Until such time as the 
present shortage of gas is eliminated, 
or until the further order of the Com- 
mission, the company should refuse 
new commercial or industrial cus- 
tomers. The towns of Havre, Chinook, 
and Harlem are all supplied from the 
same fields and are treated as a single 
system. The restrictions should apply 
equally to all three towns. 

We have pointed out that we did 
not have jurisdiction over the sup- 
plier or over the city as to fran- 
chise matters. The question of com- 
pleting all arrangements between the 
two companies and between the utili- 
ties and the cities which will permit 
the acquisitions of new supply by the 
Utility is of interest to all parties. The 
companies, the cities and civic organ- 
izations and individuals should assist 
each other in bringing about early 
completion of the necessary steps to 
insure the accomplishment. 

If necessary the Utility should make 
surveys to determine possible inter- 
ruptible industrial and commercial 
service and take such other action as 
will insure the most dependable serv- 
ice possible for the area served. Any 
action taken should have prior ap- 
proval of the Commission and should 
be reasonable and nondiscriminatory. 

From the evidence and for the rea- 
sons stated the Board makes the fol- 
lowing : 
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Findings of Fact 

1. That the Montana Dakota Utili- 
ties Company furnishes public utility 
natural gas service in the cities of 
Havre, Chinook, and Harlem, Mon- 
tana. 

2. That the gas distributed is pur- 
chased from the Montana Gas Cor- 
poration an independent company, not 
under the jurisdiction of this Com- 
mission. 

3. That the gas fields serving the 
area have probable life of five to seven 
years at present volumes of with- 
drawal and can only be extended by 
additional exploration or by curtail- 
ment of service to individual indus- 
trial customers by the Montana Gas 
Corporation. 

4. That during the winters of 1948- 
49 and 1949-50 there were times when 
the peak demand load of the Mon- 
tana Dakota Utilities Company could 
not be supplied and curtailment of 
some services was required to protect 
the majority of the users. 

5. That the cause of the present 
shortages may be met by additional 
installations and development of the 
fields and further exploration. 

6. That the failure of new residents 


to be able to obtain gas service resul 
in additional expense of constructiq 
in order to provide different heatin 
facilities and such expense will } 
wholly unnecessary if gas supply js 
made available. That from the ey. 
dence it appears that service to the ex. 
pected domestic demand may be sup 
plied on the gas now available. 

7. That the shortage of gas is such, 
that until the further order of the Com. 
mission or such time as adequate gas 
volume may be delivered at times of 
peak demand, the company should not 
add new industrial or commercial ac. 
counts. 

8. That every effort should be made 
by the utilities, the supplier, and the 
cities involved to complete all neces- 
Sary arrangements and contracts to 
permit the development of additional 
gas supply. 

The Board concludes as a matter of 
law that the Montana Dakota should 
serve all applicants of gas for all 
domestic purposes, including space 
heating, and that until the further 
order of the Commission or until 
adequate gas supply to meet peak de- 
mands is provided that applications for 
new industrial and commercial service 
should not be accepted. 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Northern Berkshire Gas Company 


D. P. U. 8840 
July 7, 1950 


PPLICATION by gas and electric company for authority to in- 
l \ crease gas rates; authority granted. 


eturn, § 16 — Gas rate increase — Operation at a loss. 


1. A gas and electric company operating its gas business at a loss is entitled 
to increase gas rates to earn a return upon property devoted to the gas 


business, p. 25. 


Return, § 71 — Gas and electric company — Loss in one department. 
2. The Commission, in passing upon a gas and electric company’s application 
for authority to increase gas rates, because the gas department shows a 
loss, may not consider electric rates since the earnings on electric service 
investment are not material to an investigation of the reasonableness of gas 


rates, p. 25. 
Return, § 92 — Gas company. 


3. A return of about 5.8 per cent was not deemed unreasonable for a gas 


company, p. 26. 


APPEARANCES: Robert F. Krause, 
and David F. Donahue, for Northern 
Berkshire Gas Company; Albert G. 
Clifton, Legislative Agent, Massa- 
chusetts C. I. O. 


By the DEPARTMENT: Northern 
Berkshire Gas Company, hereinafter 
called the respondent, filed on Novem- 
ber 9, 1949, a new schedule of rates 
for gas stated to be effective December 
1, 1949. The Department, acting on 
its own motion, suspended the applica- 
tion of these rates until October 1, 
1950, and entered upon an investiga- 
tion thereof. Public hearing was held, 
after due notice, on December 13, 
1949, which was successively ad- 
journed until April 4 and May 3, 
1950. At the last adjourned date, the 
protestants announced that they had 


no evidence to introduce in opposi- 
tion to the proposed rates. 

[1,2] Respondent serves with gas 
about 10,000 customers in the city of 
North Adams and the towns of 
Adams, Williamstown, and Clarks- 
burg. It is a combination gas and 
electric company, having a total capi- 
tal account of $1,864,498.93 as of 
December 31, 1949, with outstanding 
notes payable of $620,000. Its gas 
plant investment as of the same date 
was $1,146,962.33, subject to a de- 
preciation reserve of $503,853.41. Its 
year-end statement for 1949 showed in 
its account for balance transferable to 
profit and loss on gas operations alone, 
a loss of $46,498.50, after interest 
charges of $6,296.38. The hearing on 
the merits of the proposal was, how- 
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ever, held prior to the end of the 
year and the testimony on the ba- 
sis of ten months actual and two 
months estimated was that the com- 
pany would lose $25,000 on gas opera- 
tions, before interest. It makes very 


little difference which earnings figure 
is adopted, since it is quite apparent 
that we are required to permit the re- 


spondent upon application to increase 
its rates in order to provide revenues 
to earn a return upon property de- 
voted to the gas business. No 
criticism was voiced at the hearings 
as to the respondent’s expenses or serv- 
ice, the main interest of the protes- 
tants apparently being in ascertaining 
that there would be a simultaneous re- 
duction in electric rates if the gas in- 
crease were granted. But we can- 
not, in these proceedings, consider 
anything except rates for gas service. 
Respondent’s earnings on its electric 
service investment are not material to 
this inquiry. Re Lynn Gas & E. Co. 
(1947) D. P. U. 7642, 70 PUR NS 
22. However, it may be noted that 
the respondent, after conference with 
the Department, has recently filed re- 
vised electric rates estimated to effect 
a reduction of over $100,000 in its 
gross revenues, effective July 15, 


1950. 


Respondent’s proposed new rates 
for gas are estimated to produce $85,- 
850 annually in new revenue, divided 
$71,500 to domestic customers and 
commercial building heating, and $14,- 
350 to industrial and other commercial 
customers. It presently has six com- 
plicated rate schedules in effect. It 
is proposed to substitute therefor two 
simple rate schedules. For a normal 
domestic customer in North Adams 
using 2,000 cubic feet, the monthly in- 
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crease will be from $3 to $3.56, of 
about 18.7 per cent. The increase toa 
domestic customer using gas for other 
purposes also will amount to 74 cents 
at 5,000 cubic feet, an increase of 
about 11.4 per cent. This is respond- 
ent’s first rate increase in many years. 
Its operating expense per thousand 
cubic feet (before interest, depreciation, 
and taxes) has increased from 99 cents 
in 1946 to $1.25 in 1949, an increase 
of over 26.2 per cent. It is apparent, 
therefore, that respondent in these 
proceedings is attempting to adjust its 
rates more nearly to meet its increased 
out-of-pocket production costs. 


[3] If the actual 1949 operating re- 
sults are taken as an accurate forecast 
of 1950 figures, the new rates will net 
respondent an adjusted estimated net 
operating income of about $33,000. 
Taking working capital at the com- 
pany’s own estimate in the amount 
of $89,000, we find that respondent 
is entitled to earnings on a rate base in 
the amount of $732,109. Income in 
the amount we have indicated would 
represent a return of 4.5 per cent on 
such rate base. Using the company’s 
original estimate of $25,000 net loss 
for 1949, this figure would be about 
5.8 per cent. We cannot say that such 
a rate of return on property devoted to 
the public use is unreasonable. It may 
be noted that nonoperating revenues 
(merchandising and jobbing activi- 
ties) have not been included in this 
computation. The 1949 annual re- 
turn, as a matter of fact, reports a loss 
on merchandising of gas appliances in 
the amount of $1,426. 

While we have some hesitation in 
approving any increase in gas rates in 
the face of the proposed extention of 
natural gas into Massachusetts with its 
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RE NORTHERN BERKSHIRE GAS CO. 


due, and its location is such that it 
may conceivably be some time before 
it is the recipient of these benefits. 


indicated savings in production costs, 
relief for respondent’s situation in its 
gas operations is obviously long over- 





FEDERAL POWER COMMISSION 


Re Montana-Dakota Utilities Company 


Docket No. G—1406 
July 12, 1950 


PPLICATION by a natural gas pipe-line company to operate 
A radio facilities for intercommunication on its pipe-line 
route; dismissed for lack of jurisdiction. 


Certificates of convenience and necessity, § 32 — When required — Natural gas 
pipe-line company — Auxiliary facilities. 


A natural gas pipe-line company need not obtain a certificate to construct 
and operate radio facilities, consisting of base stations and mobile units of 
varying frequencies and capacities to provide intercommunication along its 


authorized pipe-line route. 


By the Commission: On June 5, 
1950, Montana-Dakota Utilities Co. 
(Applicant) filed an application for a 
certificate of public convenience and 
necessity pursuant to § 7 of the Nat- 
ural Gas Act, 15 USCA § 717 f, as 
amended, authorizing Applicant to 
construct and operate radio facil- 
ities, consisting of base stations and 
mobile units of varying frequencies 
and capacities to provide intercom- 
munication along the route of the 
pipe line which was authorized by the 
Commission in Docket No. G—1229. 

Section 2.55 of the Commission’s 
General Rules and Regulations pro- 
vides that for the purpose of § 7(c) 
of the Natural Gas Act, the word 
“facilities” as used therein shall be 
interpreted to exclude those installa- 
tions which are merely auxiliary or 


appurtenant to an existing transmis- 
sion pipe-line system and which are 
installed only for the purpose of ob- 
taining more efficient or more eco- 
nomical operation of authorized trans- 
mission facilities. | Communication 
equipment is included within the ex- 
amples given in the rule of such auxili- 
ary or appurtenant installations. 

The Commission finds: 

The communication equipment de- 
scribed in the application falls within 
the scope of the installations described 
in § 2.55 of the Commission’s General 
Rules and Regulations and no certifi- 
cate is required for its installation and 
operation. 

The Commission orders: 

The application of Montana-Dakota 
Utilities Co. in Docket No. G—1406 be 
and the same is hereby dismissed- 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re North Wisconsin Telephone Compan 


2-U-3286 
August 14, 1950 


PPLICATION for authority to establish flat rate switching 
A charge for telephone service; granted. 


Rates, § 571 — Telephone switching charges — Flat rate. 
1. A telephone company performing switching service for a rural telepho 
company should apply a flat rate on a monthly basis instead of making 
charge on a message basis where the nature of the use of service by eacj 
of the subscribers of the rural company is sufficiently similar to make a fi 


rate reasonable, p. 29. 


Rates, § 572 — Telephone switching charges — Amount. 
2. A rate of 75 cents a month for residence and 95 cents for business switch 
ing service to a rural telephone company was held to be reasonable and ap 
proximating the cost of such service, p. 29. 


Payment, § 19 — Billing — Switched telephone service. 
3. A telephone company performing switching service for a rural telephong 
company should bill the other company for charges instead of billing th 
subscribers of the other company, p. 29. 


By the Commission: The North 
Wisconsin Telephone Company, oper- 
ating in and around the village of 
Mason, Bayfield county, on February 
27, 1950, filed its application for au- 
thority to establish a rate of 80 cents 
a month per residential subscriber and 
one dollar a month per business sub- 
scriber for performing switching serv- 
ice for the Mason Rural Telephone 
Company. Notice of investigation and 
assessment of costs was issued March 
20, 1950, and of hearing on April 20, 
1950. 


APPEARANCES: North Wisconsin 
Telephone Company, by Walter Swan- 
son, owner, Mason. 

In opposition: Mason Rural Tele- 


85 PUR NS 28 


phone Company, by Walter J. Ander- 
son, Secretary, Mason. 

The North Wisconsin Telephone 
Company is owned by Walter Swan- 
son as sole proprietor. Applicant 
serves the village of Mason and the 
communities of Sanborn and Maren- 
go, including the surrounding rural 
territory. The company has 9 urban 
business, 26 urban residence, 5 rural 
business, 64 rural residence or a total 
of 104 company-owned stations con- 
nected to the magneto switchboard lo- 
cated in Mason. In addition the utility 
performs switching service for the 
Mason Rural Telephone Company. 
The latter company has 30 stations 
in operation divided into 15 stations 
per line. 





RE NORTH WISCONSIN TELEPH. CO. 


[1-3] The rate for switching serv- 
ce was established by agreement be- 
ween the companies in 1925 and pro- 
ides that the North Wisconsin Tele- 
bhone Company will receive 5 cents 
or each exchange message coming in- 
o the switchboard and all revenue 
rom toll messages. The North Wis- 
onsin Telephone Company under this 
pereement was to bill each subscriber 
of the Mason Rural Telephone Com- 
pany individually. 

Applicant proposes to apply a flat 
ate of 80 cents a month for residence 
stations and one dollar a month for 
Jmbusiness stations to all telephones 
switched for the Mason Rural Tele- 
phone Company. In addition the 
North Wisconsin Telephone Company 
would bill the Mason Rural Telephone 
Company and not the individual sub- 
scribers of the latter company. 


When one telephone utility makes 


an agreement for interconnection with 
another utility, the compensation for 
services rendered should be billed be- 


tween the utilities. The North Wis- 
consin Telephone Company has no 
control over the customers of the 
Mason Rural Telephone Company, 
and there are practical difficulties in 
billing and collecting. Such an ar- 
rangement imposes an unreasonable 
burden on applicant. 

Likewise, the majority of rates for 
switching service in Wisconsin are on 
a flat-rate basis. Experience has 
proven that the cost of accounting for 
each message outweighs any advan- 
tages there may be in a message unit 
system in a manual exchange of the 
size operated by applicant. The na- 
ture of the use of service by each of 
the subscribers of the Mason Rural 
Telephone Company is sufficiently 


similar to make a flat rate reasonable. 

The Commission in the absence of 
specific data relative to traffic for the 
applicant will make a cost apportion- 
ment based on data in its files and in 
the annual report of applicant for the 
year ended December 31, 1950. 

The Commission estimates the an- 
nual cost of switching exchange mes- 
sages for the Mason Rural Telephone 
Company as follows: 


Per Station 


Operator’s wages 
Other operating expenses 
Fixed charges 


Total cost 


The Commission finds: 

1. That the present rate for switch- 
ing service to the Mason Rural Tele- 
phone Company is unreasonable. 

2. That a rate of 75 cents a month 
for residence and 95 cents for business 
switching service to the Mason Rural 
Telephone Company are reasonable 
and approximates the cost of such 
service. 

3. That it is unreasonable to re- 
quire the North Wisconsin Telephone 
Company to bill the individual sub- 
scribers of the Mason Rural Telephone 
Company. 

The Commission concludes: 

That an order be issued authorizing 
the rates as proposed herein. 


ORDER 


It is therefore ordered: 

That the North Wisconsin Tele- 
phone Company withdraw its pres- 
ent schedule of exchange switching 
rates and substitute therefor the sched- 
ule of switching rates shown below and 
made a part hereof effective the first 
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billing date subsequent to the date of 
this order. 
Net Rate 
Per Month 
Switching Service 
Rural Multiparty 


Business 
Residence 


Switching Rules and Regulations: 

1. Service station service is avail- 
able to persons, acting in joint associa- 
tion, located outside the local base-rate 
area in territory within which tele- 
phone company-owned exchange facil- 
ities are not available. Arrangements 
with the association shall be made with 
a representative delegated by the as- 
sociation. 

2. The association is required to 
provide station equipment and the 
connecting pole lines and circuits of 
types approved by the telephone com- 
pany, and to maintain and use the 
facilities in such workmanlike and sat- 
isfactory manner as to enable the fur- 
nishing of service within the trans- 
mission, protection, and service stand- 
ards established by the telephone 
company for similar lines and equip- 
ment. Termination of a service sta- 
tion line at more than one central of- 
fice is not permitted, except as already 
established on the effective date of this 
tariff, nor may connection between 
service-station lines be made by means 
other than through the telephone com- 
pany’s central office. The use of coin- 
box equipment on service station lines 
is not contemplated, but may be per- 
mitted if suitable arrangements can be 
made to avoid operating complications. 

3. Contracts will not be made with 
service-station companies where the 
circuits over which service is to be 
furnished extend more than 12 miles 
85 PUR NS 


from the central office to which theyfiijocal 


are connected, unless such arrange 
ments as are necessary are made by 
the service station companies to insure 
satisfactory service. 

4. The telephone company shall pro- 
vide and maintain the necessary cir. 
cuit between the central office and the 
base-rate-area boundary or the in 
corporated limits of the city or village, 
whichever distance is greater. The 
service-station association is required 
to provide and maintain the circuit 
facilities beyond. 

5. At the rate for switching servic 
specified in the local tariff, service sta 
tions are entitled to exchange switch 
ing service with all other stations con- 
nected with the exchange in which the 
service-station line terminates and to 
one directory listing in the alphabetical 
section for each subscriber, and a reg- 
ular business listing in the classified 
section for business subscribers. 
Charges for switching and toll service 
shall be billed against the service sta- 
tion association and not against in- 
dividual members, the representative 
of the association being held responsi- 
ble by the telephone company for the 
payment of all accounts. 


6. For switching service, service- 
station associations are required to 
pay as a minimum charge for each line 


the charge for five stations. Where 
any association has more than one line, 
all of its stations are considered col- 
lectively in determining the charge for 
the association. Extension stations 
connected to switched lines where per- 
mitted, are to be charged at the same 
rate as for main service stations. 

7. Station equipment and apparatus 
may be leased from the telephone com- 
pany. Such equipment, exclusive of 
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ocal batteries, is repaired or replaced 
by the telephone company without ex- 
Wmtra charge, if delivered to the nearest 
central office. Service-station associa- 
tions are required to bear the expense 
of local battery renewals. 

8. Service-station or roadway serv- 
ice may be discontinued on any line or 
lines at the option of the telephone 
company when the service-station as- 
sociation neglects or refuses, after rea- 
sonable notice, to make such additions, 
replacements, changes, and repairs as 
may be necessary to place its line or 


lines and equipment in condition satis- 
factory to the telephone company for 
furnishing adequate service of any 
regularly approved type that may be 
established by the telephone company 
for the exchange area in which the 
service stations are located. 

’ 9. Switching service-station com- 
panies shall issue bills monthly for lo- 
cal and toll service rendered and shail 
reimburse the company performing 
the switching for its portion of said 
bills. 





INDIANA PUBLIC SERVICE COMMISSION 


Leo C. Cassell et al. 


Vv 


Indianapolis Power & Light Company 


No. 22297 
July 27, 1950 


¥ 


ETITION by consumers for establishment of special electric 
rates for the operation of heat pumps; dismissed. 


Rates, § 354 — Electricity — Heat pumps. 


A special electric rate for heat pumps is not justified in view of the load and 
demand characteristics of this service. 


v 


By the Commission: On Novem- 
ber 28, 1949, the secretary of this 
Commission acknowledged a petition 
dated November 15, 1949, filed by 
ten residents of the city of Indianap- 
olis, asking that the Public Service 
Commission of Indiana investigate the 
matter of establishing a fair and equi- 
table electric rate for users of domestic 
heat pumps. 


The Commission instructed its en- 
gineering department to institute a 
study in this matter and report to them 
as to the characteristic of the load im- 
posed upon the electric distribution 
system and to report on all matters 
that would come to its attention in 
making this investigation. 

On February 17, 1950, Mr. W. F. 
Lebo, Chief Engineer for the Public 
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Service Commission, transmitted to 
the attention of this Commission, a 
preliminary report on this subject and 
indicated that their study was continu- 
ing in order to get full operating data 
of the 1949, 1950 heating seasons. 

On July 11, 1950, the Commission 
filed this petition on their docket and 
assigned the same to Docket No. 
22297. 

On July 24, 1950, Mr. W. F. Lebo, 
chief engineer, transmitted a final re- 
port signed by Mr. Herbert Hutchin- 
son, supervising engineer for the Com- 
mission. The conclusions of the re- 
port are as follows: 

“In conclusion it appears to be quite 
evident that there is no justification for 
a special electric rate for heat pumps. 
The reasons for this conclusion may 
be itemized as follows: 

“1. There is no diversity of de- 
mands that would warrant an off- 
peak rate consideration. 

“2. The annual load factor for heat 
pumps is lower than that for regular 
residential uses. 

“3. The power factor for heat 
pumps is lower than that for regular 
residential uses. 

“4. The heat pump load is very 
seasonal with its greatest loads oc- 
curring in the winter months when the 

_ peak loads of a utility are usually the 
highest. 


“5. There is no diversity of the de. 
mands of different heat pumps: in , 
locality as found in the residential 
load. 

“6. In Indiana, the need for sum. 
mer air conditioning is limited to a 
few days and requires about one-half 
the horsepower needed for winter heat. 
ing. This accounts for the low annual 
load factor on a heat pump.” 

After reading both engineering re. 
ports and being fully advised in this 
matter, the Commission is of the opin- 
ion that no public benefit would arise 
from holding a public hearing in this 
matter. The engineering report is 
quite complete and the Commission is 
further of the opinion that the load 
imposed upon the distribution system 
is of such character that it should not 
encourage an increase in this type of 
domestic heat by making available a 
lower electric rate. 

The Commission is further of the 
opinion that the development of the 
equipment for this type of heat has not 
yet reached the stage of perfection 
where it is satisfactory for the ordi- 
nary residential user. 

It is therefore ordered by the Public 
Service Commission of Indiana that 
the petition in this cause be dismissed 
without a public hearing and without 
prejudice. 
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A digest of information on new construction by pri- 


a Industrial Progress 


vately managed utilities; similar information relaté 


to government owned utiliti 


é. 


S; news concerning pee 


ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Texas Illinois Natural Plans to 
Increase Pipeline Capacity 


fi Intrnors NaturAL GAs PIPELINE 
Company, of Chicago, has applied to the 
Federal Power Commission for authorization 
to construct facilities which would increase 
the authorized capacity of its recently ap- 
proved pipeline system from 305 million cubic 
feet daily to a new total of 374 million cubic 
feet. Estimated total capital cost of the pro- 
posed new construction program is $11,581,000. 


New York State Natural 
Proposes New Gas Line 


N™ York State Natura Gas Corpora- 
tion, New York city, has asked the Fed- 
eral Power Commission for authority to build 
4414 miles of pipeline at an estimated cost of 
$1,582,708. The proposed line of 16-inch and 
18-inch diameter would link the company’s 
natural gas transmission system in Pennsyl- 
vania with the Leidy gas field in Clinton and 
Potter counties, Pennsylvania. The company 
said the new line would enable it to take at 
least 60,000,000 cubic feet of gas a day from 
the Leidy field. The company has been taking 
gas from the field through a six-inch oil line 
which it had leased temporarily. The project 
would be completed by November Ist. 


Diehl Elected President 
Of American Meter 


Tz board of directors of the American 
Meter Company announced the election of 
John C. Diehl as president. Mr. Diehl joined 
the staff of the American Meter Company in 
1919 as an engineer, and was elected to the 
post of chief engineer in 1929, In 1934 he was 
made vice president. 

Mr. Diehl is a member of the American Gas 
Association and Gas Appliance Manufacturers 
Association, and is the author of numerous 
technical articles and books on gas measure- 
ment. 

Mr. Norton McKean, president of the Amer- 
ican Meter Company since 1941, has resigned 
due to his health. 


Indianapolis Pwr. & Lt. to 
Build $8,000,000 Unit 
[22*4Pouts Power & Light CoMPANY an- 

nounced recently that it will add an $8,000,- 
000 generating unit at its new White river 
power plant in Morgan county. 

The 60,000-kilowatt turbo generator will be 
the fourth and largest at the new plant, part 


of a six-year $54,000,000 expansion program 
which the company began three years ago. 
The three other generators are rated at 40,000 
kilowatt capacity. 

When the four generators are completed, 
the company will have doubled its total gen- 
erating capacity since World War II. 


GAMA Table Shows Growth in 
Residential Gas Customers 


(55 APPLIANCE MANUFACTURERS ASSOCIA- 
TION recently issued a table which illus- 
trates the growth, by state, in residential gas 
utility customers since 1940, as compared with 
the growth in population and residential elec- 
tric customers. 

The table shows that the population of 
continental United States, 1950 over 1940, has 
increased 18,160,100 (13.8 per cent) and now 
totals 149,829,400. 

Residential gas utility customers, on Janu- 
ary 1, 1950 totaled 21,933,000, an increase of 
33.5 per cent over the number served on the 
same date of 1940. Including LP gas residen- 
tial customers, and my at the gas industry 
as a whole, on January 1, 1950 there were 
27,083,000 residential gas customers, an in- 
crease of 9,848,000, or 57.1 per cent over the 
residential gas customers of January 1, 1940. 

During the same period, residential electric 
customers increased 51.1 per cent, or 12,580,400, 
and on January 1, 1950 totaled 37,179,700. 

While figures are not listed on the table, 
latest estimates indicate there are 42,100,000 
occupied dwelling units in the United States, 
7,246,000 units, or 20.8 per cent more than in 
1940. 


McCulloch Motors Corp. Has 
$2,500,000 Expansion Program 


A* ,500,000 expansion program now under- 
way will increase the productive space 
and capacity of the Los Angeles plant of Mc- 
Culloch Motors Corporation by 300 per cent, 
according to an announcement by — P 
McCulloch, president of the com 

The plant area, which is now 73000 000 square 
feet, will be increased to 324,000 square feet 
by the addition of eight new manufacturing 
bays, a new recreation-cafeteria building, and 
additional engineering and warehousing facili- 
ties. All of the eight new bays, comprising 
150,000 square feet, will be devoted to produc- 
tion of power tool equipment. 

These increased facilities will triple the pres- 
ent magnesium and aluminum diecasting ca- 
pacity, will add an entirely new heat-treating 


(Continued on page 34) 
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department, and will expand the present gear- 
making, grinding, machining, and assembly 
output. 

Completion of the new buildings is scheduled 
for June, 1951. When the expansion is com- 
pleted, the number of employees will be in- 
creased to approximately 1,500. 


United Gas Pipe Line to Build 
Facilities in Louisiana 


NiteD Gas Pipe Line Company, of 

Shreveport, La., has received temporary 
authorization from the Federal Power Com- 
mission to construct approximately 16 miles 
of pipeline, a compressor station, and a dehy- 
dration plant to be located in Webster, Bos- 
sier and Ouchita Parishes, Louisiana, in order 
to augment the supply of natural gas to exist- 
ing customers. The new facilities, estimated 
to cost approximately $1,813,000 will have a 
daily capacity of about 100 million cubic feet 
of natural gas. 


Bernz Introduces New 
Lightweight Blow Torch 


Ww" is said to be the first basic style 
change in blow torch construction in 75 
years was announced recently by Otto Bernz 
Company, Inc., Rochester, New York, with 
the introduction of a redesigned aluminum- 
tank torch weighing only slightly more than 


2 pounds, The new model, 40 per cent lighter 
than competitive models, is especially designed 
for general maintenance and repair work. 


Lazarus Enters Consulting 
Field in New York 


Aas Lazarus, vice president of Day & 
Zimmermann, ‘Inc., engineers, and a na- 
tionally known management consultant and 
budget authority, has announced his resigna- 
tion to enter the consulting field in New York 
city 
, ar with Day & Zimmermann, Inc, 
for fourteen years, and an officer since 194], 
he had a prominent part in negotiating the 
recently authorized study of the New York 
city municipally owned transportation system. 
t Day & Zimmermann, Inc., Mr, Lazarus 
directed important assignments in the street 
transportation, railroad equipment, automotive 
accessory, paper, rayon, building products, 
steel, and retail fields, and was in charge of 
the firm’s business in the middle west. 


G-E Appointment 


jo M. Crawrorp has been named man- 
ager of the General Electric apparatus de- 
partment’s transformer and allied product 
divisions, J. W. Belanger, assistant general 
manager of the department, has announced. 
Mr. Crawford, who has manager of 
(Continued on page 36) 
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PRINTING SPECIALISTS 


For more than a quarter of a century, Pandick Press 


REGISTRATION 
STATEMENTS 


has worked closely with utility companies. Our printing 


services to the industry range from highly technical 
legal documents to beautifully illustrated descriptive 


brochures in full color. 


Whatever the nature of your printing requirements, 


we believe you will like the assurance of accuracy and 


PROSPECTUSES 


ANNUAL REPORTS 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, lhe. 


22 THAMES ST., NEW YORK 6 


Established 1923 


71 CLINTON ST., NEWARK, WJ. 
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, “underground highway,” 800 miles 
long, today is making an important contri- 
bution to the economic life of America’s 
Big River Region. 


It is part of Texas Gas Transmission 
Corporation’s natural gas pipe line system 
that now covers 2400 miles in an area from 
Texas to Ohio. Through this system 

Texas Gas is able to transport over 660 


million cubic feet of natural gas every 
day for use in homes and industries, 

an increase of 363 million cubic 

feet a day over one year ago. 


In meeting the gas requirements of 

its service area, Texas Gas is proud 

to contribute to the Region’s growth 
and to the further development of 

the nation’s natural gas industry. 

We are pleased to announce that prints 
of our recently completed documentary 
motion picture, ‘Underground Highway,’ 
will be made available on request. 
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the department’s large motor and generator 
divisions, succeeds Robert Paxton, recently ap- 
pointed manager of manufacturing policy for 
the company. Mr, Crawford will be located at 
the T.A.P. divisions headquarters at Pitts- 
field, Massachusetts. 


Marmon-Herrington Receives 
Large Trolley Coach Order 


HE MARMON-HERRINGTON CoMPANY, INc., 
has just received a contract from the Chi- 
cago Transit Authority for what is said to be 
the largest order for trolley coaches ever placed 
by any transit company in the United States. 
Three hundred forty-nine Marmon-Herring- 
ton trolley coaches have been ordered at an 
aggregate cost of $5,979,417. 

Delivery of the trolley coaches is to start 
around February Ist, 1951 and is to be com- 
pleted by the end of the year. This equipment 
purchase is part of the Chicago Transit Au- 
thority’s ten year $150,000,000 program for 
modernizing its facilities and rolling stock. 

In addition to its line of trolley coaches, the 
Marmon-Herrington Company also manufac- 
tures a line of motor coaches for the transit 
field and a complete line of all-wheel-drive 
trucks for the more difficult hauling operations. 


Public Service Co. of Indiana 
Plans Expansion 


HE Public Service Company of .Indiana, 

Inc., recently announced it would begin 
immediate construction of a 180,000-kilowatt 
generating station on the banks of the Wabash 
river, 10 miles north of Terre Haute. The new 
plant will be known as the Wabash station. 

In addition, a new 230-kilovolt transmission 
system will be constructed to transmit power 
to strategically located substations and even- 
tually to industries, farms, and homes in 689 
communities in 69 Indiana counties. 

Scheduled for 1953 completion, the Wabash 
station has been necessitated by the state’s in- 
dustrial and rural electrification developments, 
company officials said. 

The new station, will bring the company’s 
total generating capacity to 730,000 kilowatts, 
approximately five times its 1940 capacity 
when a $165,000,000 expansion program was 
initiated. 


R-R Announces “Use-Purchase” 
Plan for Tabulating Equipment 


NEW “use-purchase” plan under which tabu- 
lating equipment may be purchased over 
a period of less than nine years at a lower 


cost than rental, was announced recently by 
Remington Rand Inc. 

According to the manufacturer, the new 
plan, which spreads payments over 100 months 
and has a cancellation clause effective after the 
first year, is expected to revolutionize the dis- 
tributing pattern for punched-card accounting 
equipment, which heretofore to a large extent 
has been based on rentals. 

Under the plan it is less expensive, over any 


period in excess of three years, to buy the 
equipment, than it is to pay rental. The cancel- 
lation clause makes it possible for the pur- 
chaser to replace equipment with newer models, 
as in the case of rented equipment, if it becomes 
more profitable to do so. 

Savings through purchase, as compared 
with rentals, figured on a 10-year basis with 
service charges included, amount to more than 
$20,000 on $50,000 worth of equipment. In 
addition to an advantage of lower costs, pro- 
rated over a period of years, the purchaser 
also has the advantage of ultimately owning 
the equipment, rather than having to pay rent 
until it wears out. 

Al N. Seares, vice president and general 
sales manager of Remington Rand, pointed 
to four basic points that make the new use- 
purchase plan of outstanding importance in 
the business equipment field : 

(1) It gives the buyer the option of either 
continuing to use the equipment or, at any 
time after the first year of use, changing to 
new equipment by cancelling the purchase 
contract, with a net savings under rental costs 
after three years of use. 

(2) It permits amortization of the cost over 
a period of years, with annual payments, the 
same as if rental were being paid, but at less 
cost. 

(3) It insures the buyer against any rise in 
annual payments, due to increased prices of 
equipment, which would not be true in the 
case of rented equipment. 

(4) It terminates payments after the expira- 
tion of a specified period, except for mechan- 
ical services, instead of continuing payments 
indefinitely as in the case of rental. 


Texas Illinois Natural Orders 
25 Worthington Compressors 


vf Wane -sive uniflow angle gas engine com- 
pressors have been ordered from Worthing- 
ton Pump and Machinery Corporation by the 
Texas Illinois Natural Gas Pipeline Company, 
which recently dedicated its pipeline at ground 
breaking ceremonies near Hungerford, Texas. 
This pipeline will run from southeastern Texas 
to Joliet, Illinois. 

On the original gas pipeline to Chicago, built 
by Natural Gas Pipeline Company of America 
in 1931 from the Texas Panhandle field to 
Joliet, Illinois, Worthington furnished fifty- 
seven 1,400 hosepower gas engine compressors 
—the total on the pipeline. When the comple- 
tion of a duplicate parallel line was started 
in 1946 thirty-seven gas engine compressors 
of this same type, size and horsepower were 
furnished and a total of 104 of these twin 
tandem horizontal Worthington units are now 
operating on these two lines. This recent pur- 
chase through an affiliated company makes the 
third time Worthington has supplied the major 
requirements for these associated lines. 

These twenty-five angle type gas engine 
compressors of 2000 HP and 10 cylinders each 
will be the total number of the initial installa- 
tion on the pipeline of the Texas Illinois Nat- 
ural Gas Pipeline Company, an affiliate of 
Natural Gas Pipeline Company of America. 
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ak 
From this primitive mining machine of 1883 
to the efficient, scientific preparation plant at one 
of Southern’s modern mines is a long step— 
@ measure of the great advances in coal production 
...in dependable, uniform quality. 


SOUTHERN’S (pal Technicians 





Bring Advanced Fuel Engineering to Industry 


Advanced fuel engineering is a two-fold propo- 
sition—modern production; scientific application 
to specific types of burning equipment. Southern 
Coal Company offers both. 

In addition to the modern mines which pro- 
duce our precision-sized, washed coals, South- 
ern’s engineering approach to boiler room 
problems is logically sound. Southern’s engi- 
neers do these things: 

1) Make complete plant surveys 


2) Recommend coal best suited for burning 
equipment 


A TESTED COAL 


3) Conduct actual burning tests 

4) Chart final results 

If you agree with Southern that this is the 
only real guide to economical coal utilization— 
if you are looking for higher efficiency at lower 
costs, call, write or wire our nearest office today. 
SERVICE FROM AMERICA’S LEADING COAL FIELDS 
Southern offers industrial buyers a wide variety 
of premium coals from the coal fields of West- 
ern Kentucky, West Virginia, Virginia, Eastern 
Kentucky, Illinois, Alabama, Arkansas, and 
Oklahoma. One is right for your plant! 


General Office: 333 North Michigan Avenue, Chicago 1, Ill. 
Offices in: ATLANTA, BIRMINGHAM, CHARLOTTE, CHICAGO, 
KNOXVILLE, LOUISVILLE, MEMPHIS, NASHVILLE, ST. LOUIS 

Sinclair Coal Company, Kansas City 6, Mo.—Western Representative 
Boon-Strachan Coal Company, Ltd., Montreal—Canadian Representative 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 





National or Sectional Coverage 





* e 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS * PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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Millionth gas customer ! 
Here are a few of the people who 
helped us set this record... 


tober 12, 1950 





Dur millionth gas 
tomer, Mrs. Rob- 
rt W. Wolf, and 
her brand new San 
rancisco home, 
lesigned by her 
husband. We served 
bur first gas cus- 
omer 98 years ago. 


Walter Teague, one of 
16,572 P. G. and E. em- 
ployees. He connected 
the new Wolf home to 
our mains—his 2500th 
installation in his 5 


years with P. G. and E. 


George E. Browning, 
Superintendent of Serv- 
ice, San Francisco. He 
started with P. G. and E. 
39 years ago, was pro- 
moted to his new post 
on June 1. He sees to it 
that our 252,000 San 
Francisco customers 
get prompt service. 


You can see by the expressions 
on the faces of PB G. and E. 
people that everybody was 
pleased and proud to have 
reached the one-million mark. 


But what pleased all of us most 
is—our million gas customers 
get not only good service, but 
get it at rates among the lowest 
in the whole United States! 


P-G-uvE- 


PACIFIC GAS AND ELECTRIC COMPANY 


Mrs. Mabel Lytle, Fresn¢ 
Part of her savings investe 
in P. G. and E. stock pa 
her a return, and help 
build important projec 
like “Super-Inch” for t 
future. Women, by the wa’ 
own more P.G.and E. sto 
than do men. 


“ 3 > ie 
Alex Spratling, field mz 
in charge of P.G. and E 
famed 63 million dollz 
*Super-Inch” oc 


being built to brin 
Texas and New Mexi 
gas to P.G. and E’s cus 
tomers by January. 
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WITHOUT SPECIAL PROTECTION 


a This transformer fire did $50,000 damage 


at an electric power station. 


MULSIFYRE NOW ON GUAR 
TO KILL OIL FIRES FAS 


When an oil fire breaks out in transformers 
protected by a Mulsifyre system, a battery of 
spray projectors puts out the fire... fast. Auto- 
matic, heat-actuated release devices assure quick 
operation. Extinguishment occurs within a few 
seconds after the emulsion-forming spray strikes 
the surface of the burning oil. 


Mulsifyre projectors are approved by Under- 
writers’ Laboratories, Inc. for extinguishing fires 
in flammable oils immiscible with water, wher- 
ever such oil is a fire hazard. There is no con- 
ductivity along the discharge of a Mulsifyre pro- 
jector when the spray strikes conductors carrying 
high voltages. 


Mulsifyre high-velocity projectors produce drops 
large enough and drive them fast enough to pene- 
trate the flames without complete vaporization in 
flight, but limit their velocity so the surface of the 
burning liquid is agitated into an emulsion instead 
of passing through the oil without fire-extinguish- 
ing effect. After a period of time, the emulsion 


Transformers at this 
tric power station are 
safeguarded by a 
nell Mulsifyre inst 
Fast, automatic spray 
tion is being demo 
here. 


breaks down, oil and water separate, and the 
can be reclaimed. 


Mulsifyre systems have proven their effecti 
during sixteen years of extinguishing transform 
fires. Today they protect hundreds of installatio 
all over the world. 


For information on Mulsifyre Systems or oth 
Grinnell Fire Protection Systems write 1 
Grinnell Company, Inc., Providence, R. I. Offia 
in principal cities. 


GRI wey Moai 


EMULSION—EXTINGUISHMENT OF OIL FIRES 
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ACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 


Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 
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Long Island Lighting Company 
Catalytic Gas Plant, Glenwood Landing, L. I. 


GROWING 4, SERVING 


With the arrival of natural gas in the Metropolitan New York area the Long 


Island Lighting System will start operating its newest catalytic gas plant now 
being completed at Glenwood Landing, Long Island. 


In this plant natural gas will be reformed to the equivalent of the manu- 
factured gas now being supplied throughout our System. 


Thus is completed another step in our continuing program of expansion to 
serve the public utility needs of the most rapidly growing area of the entire 
United States. 


Lone ISLAND LIGHTING COMPANY 
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ENGINEERING AND 
CONSTRUCTION SERVICES 
FOR THE GAS INDUSTRY 


UNITED ENGINEERS provide a complete and compre- 
hensive service to the gas industry ranging through all steps in 
construction from sound preliminary engineering study to efficient and 
economical construction with preliminary operation of plant additions. 


@ EXPERIENCE IN DESIGN: United has over 60 years’ experience in 


gas industry construction. 


@ EFFICIENT APPARATUS: United has pioneered major develop- 


ments in water and coal gas production. 


@ ECONOMICAL CONSTRUCTION: United has large, well-organized 


forces for gas plant and general construction work. 


@ EXPERIENCE IN OPERATION: United has experienced plant 
operators for securing most efficient results from apparatus. 


WITHIN the scope of our current and recent work for the manufactured 
gas industry are installations of equipment for 


Carburetted Water Gas — Liquefied-Petroleum Gas 
Synthesis Gas — Gas Pipe Lines — Natural Gas 
Thermal Reforming — Natural Gas Utilization 


And the latest development — 
The U.G.I. Cyclic Catalytic Reforming* Process 


UNITED ENGINEERS & CONSTRUCTORS INC 


NEW YORK 17 PHILADELPHIA 5 CHICAGO 2 


*Patent Pending 
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The IBM Electronic Calculating Punch saves 

, , a , Faster Billing at Lower 
you time and expense in handling irregular bills. Sor comntiee inten an 
Public Utility Accounting, send 


It eliminates manual extensions and resulting pepe 


errors. It automatically calculates consumption, 





fuel adjustments, penalties, and total bill | 18M, Dept. C. 

* : 590 Madison Avenue, New York 22, 
amounts. And it calculates regular and irregular | 5) ond me the following boollt 
bills alike, at the amazing rate of 100 2 minute. | O Customers’ Accounting for E 

and Water Utilities 


Ci General Accounting for Electric, 
| Water Utilities 


Neme. 
Company 
Addr 
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In keeping with the growing demand 
for natural gas service, Indiana Gas & 
Water Co., Inc., just closing its fifth year 
of operation, is completing a major 
construction and expansion program. 

We are now offering greatly im- 
proved service to all of our customers 
which has brought about a 27.8% in- 
crease in the number of customers.and 
an 82.9% increase in operating revenue 
in these five years. 


The ability to offer better service is 
largely due to our valuable employees 

. each a vital link in the complete 
organization. 


We extend our hearty welcome to 
those attending the 32nd annual Con- 
vention of the American Gas Associa- 
tion. We are proud to be a member of 
AGA and of the growth of the GAS 
industry. 


We are telling our customers... 


Le Botr 4 HS iN 
@ INDIANA GAS & WATER COMPANY, INC. 
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We consider our 97.630 kva in 


Capacitors- 


investment 


This is the story that Portland General 
Electric Company of Portland, Oregon tells 
about capacitors: 

“Our interest in capacitors goes back be- 
fore the war. We made some system studies 
at that time which indicated that, as loads 
increased, conditions on our distribution 
system should be improved. In a moderate 
way, we had installed capacitors to test 
this out—to increase system capacity and 
to improve voltage levels. 

**This experience served the company well 
during the difficult war years. Heavy loads 
taxed system capacity to the limit. Equip- 
ment to gain additional capacity was almost 
out of the question, and it was only by in- 
stalling capacitors that we met demands. 

“Since the war, loads have continued to 
increase, additional capacitors have helped 
make it possible to meet this demand. Not 
only have capacitors been installed on our 
own distribution system but by offering a 


Apporatus Department, General Electric Company 


PORTLAND GENERAL ELECTRIC (0; 


rate structure that makes capacitors a 
attractive investment to some industria 
users we have been successful in improving 
the power factor of industrial loads. 

“In hydroelectric areas such as our, 
where large blocks of power must be trans. 
mitted over long distances, the generation 
of kilovars at or near the load is especially 
important. 

“To date we have installed 97,630 kvar 
in capacitors—which compared to ou 
409,000 kw peak of last December gives ws 
a 24 per cent ratio between connected kvar 
and peak kw. Of these capacitors 59,38) 
kvar are fixed, 38,250 kvar are switched. 

“Our experience with capacitors demon- 
strates they release system capacity ine 
pensively, permitting us to reduce our costs 
per kw delivered, they improve voltage con- 
ditions, they are installed quickly and are 
completely reliable. We consider them ‘ 
desirable investment.” 


Schenectady, New York 


GENERAL (é) ELECTRIC 
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EY’VE TURNED) |C 


They've turned on the natural gas in the 
_ historic Hudson Valley. Housewives in Poughkeepsie, 
_ Newburgh, Kingston and other valley cities are 
: discovering its advantages—its cleanliness, 
[convenience and its superiority as a 


ll soon discover its economy, too. 


score of other communities in Maryland 
Rhsylvania and Virginia—the story will be the 
. For the Columbia Gas System, i in order 
meet local utilities’ economic need for natural gas 
ice, has spent five years and $200,000,000 
TO bring it to them. 
SS Ant result, in 1950 nearly 600,000 homes and 
" businesses will get the benefit of natural gas service 
the first time. Meeting their need for 
and the needs of nearly 2,000,000 other 
es and businesses—is the accepted 
onsibility of the Columbia Gas System. 
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The 
Analysts 
Journal 





o-- 48 edsential reading 


for every well-informed 
Public Utlity Erecutive 





Published quarterly, this profes- 
sional journal concerns itself 
with the important financial 
problems confronting our major 
industries. Your organization 
should have it available 
for ready reference 


Subscription Price — $4 per Year 


Published by 
The NEW YORK SOCIETY OF SECURITY ANALYSTS, Inc. 
74 Broad Street, New York 4, N. Y. 
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South Carolina Electric & Gas Company’s modern steam plant at Parr, S.C. 


At this modern station... 


Exide-Manchex Batteries 


At the Parr, S.C. plant of the South Carolina Electric & 
Gas Company, positive switchgear operation is assured by 
the use of Exide-Manchex Batteries. They are used to 
operate the 132,000-volt, 600-ampere circuit breakers and 
to take on an intermittent load of 25 to 40 amperes required 
for slag removal equipment. 


You can always count on Exide-Manchex for proved depend- 
ability, long life and low cost maintenance. Important 
among its many features are: 


ethe famous manchester positive plate with its exclusive 
lead button construction. 


¢ slotted plastic separators, impervious to chemical and 
electrical reaction. 


¢ plastic spacers that maintain plate alignment. 
@ the latest development in molded glass jars. 


¢ heavy terminal posts with copper inserts for extra con- 
ductivity. 


Use the Exide-Manchex for all your stationary battery 
applications in central and sub-station service. 


THE ELECTRIC STORAGE BATTERY COMPANY 
Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 


“Exide” and “‘Manchex"” Reg. Trade-marks U. S, Pat. Of. 


1888... DEPENDABLE BATTERIES FOR 62 YEARS...1950 


60-cell Exide-Manchex switchgear 
control battery, EME-13, mounted 
on two, 2-step racks. 


132,000-volt, 600-ampere oil circuit 
breaker, operated by Exide-Manchex 
Batteries. 


A part of the 114 K.V. Switchyard 
showing three bays of high voltage 
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The "skin" of America's fast, new jet planes is 
made of tough, lightweight aluminum. 


To produce aluminum for aircraft and other 
strategic defense uses, coal is needed in vast 
quantities. In fact, in many cases, more than a 
ton of coal is used to make a ton of aluminum! 


To meet the demands of aluminum manufac- 
turers and other big customers such as steel, 
railroads, and public utilities, the coal industry 
is called upon to supply coal of particular kinds 
and grades. And, ever on the alert to give their 
customers an increasingly better product, 
America’s progressive coal operators have built 
giant new preparation plants. Coal, processed 
in these plants and burned under the newest 
industrial boilers, produces four times as much 
power per ton as 30 years ago. 
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As a result of huge investments in preparatit 
plants, research, mechanization and new mi 
properties, the coal industry is better prepar 
today than ever before in history to supp 
America’s “power punch.” 


Using private capital in the time-tested Am 
ican way, the nation’s privately-managed © 
companies have brought the coal industry 
the highest level of productive capacity # 
world has ever known. Allowed to retain 

trained man power and assured of an adequi 
supply of working tools, the industry will p 
duce all the coal the nation may need 

peace ... or in. war. 


BITUMINOUS & COAL 


BITUMINOUS COAL INSTITUTE 
A Department oF Nationat Coat Association 
WASHINGTON, D. C. 
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Ten-Year Record of Achievement 
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MINNEAPOLIS GAS COMPANY 
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A PIPE DREAM? 


pipebooms up to 90,000 Ibs. capacity wit 
4-foot overhang . . . TD-24, TD-18 
TD-14A and TD-9 . . . plus all the othe 
matched equipment you need for layin 


No, not a pipe dream—but a “dream 
Tractor” on a pipeline job. That’s the 
“Champion of Crawlers”, the Interna- 
tional TD-24 with its matched pipeboom. 


Owners and operators alike, have found 
what a tremendous job this mighty tractor 
does on the biggest, toughest pipeline 
jobs. No job is too tough for the TD-24. 
And with all its size and power, this giant 
handles with the greatest of ease, cutting 
operator fatigue to a minimum. 


Your International Industrial Power 
Distributor is ready to show you the entire 
line of International Crawlers and matched 


INTERNATIONAL HARVESTER COMPANY oe 


INTERNATIONA 


INDUSTRIAL POWER 


CRAWLER TRACTORS 
WHEEL TRACTORS 
DIESEL ENGINES 
POWER UNITS 


pipelines. These complete “‘packages” 
just what you need to put down any siz 
of pipe, big, medium or small, faster ant 
at the lowest cost. 

If you have pipelines to be built, | 
your International Industrial Power Di 
tributor help you select the equipment 
you need. You'll find International trac 
tors and matched equipment are uns 
passed for pipeline construction. Ané 
that’s no “pipe dream.” 


CHICAGO 1, ILLINOIS 
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‘MERCOID 
(ONT RUS 


ou can always count on 
their fine engineering 
to give very dependable 
service for along time 





They are built to last. 


THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, anj 
others equipped to serve utilities in all matters relating to rate questions, appraisal 
valuations, special reports, investigations, financing, design, and construction. » 





Tue American Arppraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








Ford, Bacon & Davis 


Sd 
VALUATIONS JP} ol 
REPORTS gineer: CONSTRUCTI 


RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 








GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORK LOS ANGELES 








Mention the FortnicHtLy—I¢ identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





GILBERT ASSOCIATES, Ivc. 


ENGINEERS POWER ENGINEERING SINCE 1906 
Steam, Electric, Gas : 
Hydraulic, Sanitation Serving Utilities and Industrials 
Designs and Construction : e e Personnel Relations 
Inspections and Surveys Reading New York Houston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 














| __ HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WAYS 
OVERHEAD UNDERGROUND PHILADELPHIA CHEMICAL CONTROL 
CONSTRUCTION MAINTENANCE TRER TRIMMING 
BALL FISLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 
































CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











, VA tiie Jian loypovaiion 
we ENGINEERS? CONSTRUCTORS 
‘ 1200 NORTH BROAD _STREET, PHILADELPHIA 21 PA 


HEMICAL, AND INI 


etersburg, Fla. * Rome * 











WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 





(Professional Directory Continued on Nest Page) 
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PROFESSIONAL DIRECTORY (continued) 


LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 











N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS om ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
80 FEDERAL STREET BOSTON 10, MASS. 








Pioneer Service — Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS zZ ACCOUNTING, FINANCING, RATES, 
PURCHASING 5) INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








ENGINEERS 
CONSTRUCTORS 


= 
SANDERSON & PORTER 
S&P 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








Mention the Fortnicutty—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

Water, Sewage and Industrial Waste Problems 
Airftelds, Refuse Incinerators, Industrial Bulidings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 


JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 
Aggeatante - Investigations - Reports 
in connection with 
rate inquiries, de reciation, fixed capital 
reclassification, original cost, security issues. 








BLACK & VEATCH 
CONSULTING ENGINEERS 
inuepttontions and re 
rvision of con- 
tility Properties 


KANSAS CITY, MO. 


Appraisals 
ports, des and s 
struction 0! Public 1 


| 4706 BROADWAY 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cricaco 

















EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A, S. ScHULMAN E E.Lectric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINBS—UNDERGROUND DistRrI- 
BUTION — Power STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. Cricaco 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 


Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 


SLATER-BYRNE MANAGEMENT 
ASSOCIATES 


Raymond G. Ankner, Consultant 


Rate Cases — Special Studies 
Original Costs, Etc. 


50 Broadway, New York 4, N. ¥. 
Tel. Digby 4-1910 











W. C. GILMAN & COMPANY 


Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 





United States Testing Company, Inc. 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








WESTCOTT & MAPES 


ARCHITECTS ENGINEERS 
VALUATIONS — STUD 


DIES — REPO 
ESIGN — SUPERVISION 


INDUSTRIAL PLANTS 
— PUBLIC WORKS 


CONNECTICUT 


ynunes — 
INSTITUTIONS — SCHOOLS 


NEW HAVEN 
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Another Amazing 
MeCULLOCH Power 


ORTABLE 79 Ib 
HIGH-SPEED 


EARTH 


New McCulloch Earth Drill Saves Tim 
" 


for Fence Posts, 
Poles, Guard-Rail Posts 


P 


Etc 


These Are Some of Its 


* Special McCulloch 5-hp gasoline 
engine —for fast digging in any earth, 
including clay 


* Weighs only 79 lb. complete with 
auger—easy to carry and handle 


* Automatic clutch 


* Requires no maneuvering into posi- 
tion — just carry to exact location and drill 


Converts in 


minute.-- 


rs) 


Light, Power and Com 


This fence crew dug 102 holes 30 inches deep in 
40 minutes with a 9-inch McCulloch Earth Drill 


Tool! 


r omplete 


5 hp 


DRILL 


Drilling Holes 
munication 








Cost -Saving, Time-Saving Features 


j * Full-swivel coupling at engine — 
id permits (1) easy starting and convenient 
storage, (2) drilling at any angle, (3) 
reversing auger rotation when necessary 
~ b 
aj . 


ng 
a 5 ‘\ 
_ ne WA, 
“ * One-control operation 


PRICES: 


fo. b. 
Los Angeles 


“ee 


P 
Im 


Ly 


a, 

\ A? 

AN 

McCulloch Earth Drill with 6” auger... $400 
with 9” auger... 405 
with 12” auger... 410 

McCulloch 20” Chain Saw assembly 110 

(other lengths of blade and chain available up to 60") 


Send today for complete information and name of nearest dealer. | 


to a standard 
McCulloch Chain Saw 


—the peas: po 
imber work 0 
me drilling assembly 50 
attach chain-saw assembly. 


NATIONWIDE SALES & SERVICE 


MCCULLOCH /* 


MOTORS CORPORATION 
Los Angeles 45, California 


Wolds Largest Builders of Power Chain Saws 









© promote and develop the gas indus 
-,.. that it may serve to the full@i 
possible extent the best interest of the 


Pe. 29 


(From ConsTITUTION OF THE A.@A) 
ates 





Achievement of that basic aimf of 


the American Gas 





the industry now renders to c 

munity and country. It is our sel. 
imposed task to help bring those 
principles to fullest effectiveness in 


the Nation's Capital. 


# 





es 












































